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FEDERATION 


Federation or its nearest neighbour, Confedera- 
tion, has hardly become an open talking-point in 
India and Pakistan, though it was often suggested 
when the Kashmir crisis was brewing. Now that the 
Muslim League has to play second fiddle in Pakistan, 
with its responsibility for partition, prospects for 
further consideration of Confederation, with 
Kashmir as the third link, may be brighter. In 
Singapore, too, there has been more talk of 
federation with Malaya. The Singapore Constitu- 
tional Commission, which met under the chairman- 
ship of Sir George Rendel, kept the possibility of 
federation in mind. It suggested the novel idea of 
a common council for two territories, meaning that 
each would continue to have its legislative assembly 
but that there would be a second chamber for pan- 
Malayan legislation. Recently the President of the 
leading Progressive ‘Party in Singapore (Mr. C. C. 
Tan) declared in a broadcast that he is in favour 
of Singapore and the Federation becoming one 
territory eventually, provided there are safeguards 
to protect the Colony’s special trading interests. 
Discussions to this end should begin, he said, when 
the two territories can meet as equals, presumably 
as independent entities. 


When the Malayan Federation was constituted, 
it was assumed that there was some Machiavellian 
purpose in putting Penang and Malacca into the 
Federation and keeping Singapore out. As the 
Straits Times emphasises, the assurance that decision 
about Singapore’s future adherence to the Federation 
would be a matter primarily for the two Legislative 
Councils was not accepted at the time, and has since 
been overlooked. Nevertheless, it added, it still 
expresses British policy. If the two territories do 


BRITISH SOUTH-EAST 


not move closer together it will not be because of 
opposition from Whitehall. The fear seven years 
ago was that Singapore, with its predominantly 
Chinese population, would be a complication that 
might wreck the Federal conception. There were 
strong objections at the time, but before Federation 
was a year old there were also some remarkable 
somersaults, among them Penang’s campaign for 
secession. Six years ago Mr. Tan himself was 
advocating the attachment of Malacca and Penang 
to Singapore—a proposal for the reconstitution of 
the Straits Settlements which won wide support at 
a time when the State Governments and UMNO 
were unyielding on citizenship. The Federation has 
advanced since then, reducing the problems of 
nationality and sovereignty to more manageable 
proportions. But they are not yet solved. 


Some of the politicians seem to have taken the 
Singapore gesture—distant as it was—as a signal 
to rush ahead and to urge a round-table conference 
between the winning parties in the popular elections 
in the Colony and the Federation later on this year. 
It was acknowledged by some of them, however, that 
the question of a merger is still a very long way off 
until both achieve independence. It was pointed 
out that a Co-ordinating Committee, from both 
Legislative Councils, had been in existence for about 
two years, under the chairmanship of Mr. Malcolm 
MacDonald. 


Tengku Abdul Rahman (President of UMNO) 
said he considered Mr. Tan’s idea of self-government 
within four years and complete independence after 
the second term of four years very feasible. “It is 
quite similar to the UMNO-MCA alliance plan,” he 
added, “except that we hope to do it much more 
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quickly. Assuming we win the election, we hope 
to attain full self-government within a year or so 
and reach complete independence, or come to an 
agreement aboui it, by the end of our first term.” 


The British Labour Party suggestion for direct 
representation of the Colonies in the House of 
Commons on the lines of the French practice was 
turned down by Malayan political leaders. Tengku 
Abdu: Rahman said it would be “awkward” for 
Colonial delegates to sit with representatives of free 
countries. They would not have the same status. 
Independence was the first necessity. They had 
friends in Parliament at present and through them 
they could raise any point they wished. It was 
argued also that the French system had not been 
successful. The British system of allowing home 
rule and dominion status had worked better. 


At an election meeting in Singapore Tengku 
Abdul Rahman said that the UMNO-MCA Alliance 
would later on shed its communal character. He 
told a gathering of several hundred people that 
alliances of communities are now necessary to foster 
non-communal feelings. Later, with the will of the 
people, a party for all the communities would replace 
the alliance of communities. At the same time Sir 


Cheng-lock Tan said that the Alliance intended to 


start a bank to help the peasants, and particularly 
the Malays, who were very conscious politically 
while the Chinese were economically strong. 


The Malayan political Alliance of MCA and 
UMNO made it quite clear that they were against 
multi-lingualism in the new regime in the Federa- 
tion. But they stated, in their reply to the Federa- 
tion of Selangor Chinese Guilds and Associations, 
that there appeared to be a case for multi-lingualism 
in Singapore, because there were about 280,000 
voters in the Colony, of whom 200,000 were Chinese, 
and only seven per cent of these Chinese could 
understand English. In the Federation, however, 
90% of the 1,250,000 voters were Malays, so the 
plea for the use of the Chinese language could not 
be considered. 


The letter seems to —_ out the assertion of a 
critic that the Singaporé Chinese Chamber’s move 
for multi-lingualism was a mere cover for the use 
of Chinese. 


The Alliance also pointed out that under the 
present Constitution the official languages are 
Malay and English. To allow multi-lingualism 
would require a change in the Constitution, which 
would take several years, at the end of which time 
the resu:t aimed at may not even be achieved. It 
would certainly entail postponement of the Federal 
eleccions and the attainment of self-government, in 
progressive stages. 


The figures cited by the political Alliance were 
not quite correct insofar as Singapore is concerned, 
for the Chinese voters total some 181,000, not 200,000, 
and about 45,000 of them are literate in English, 
that is, about 25% and not 7% as stated by the 
Alliance. The statement that the Federation 
electorate is 90% Malay is probably correct, for 
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large numbers of Chinese did not register because 
they have not claimed Federal citizenship or are not 
entitled to it. Many Indians also failed to register. 
Certainly a 90% Malay vote would dominate the 
whole election. But the conclusion drawn from this 
by the Straits Times is that a large proportion of 
the domiciled communities, for all that has been 
urged in their behalf have not bothered to acquire 
citizenship or, if they are citizens, have not registered 
for the vote. The paper adds that from all the 
population figures, census returns and registrations 
for citizenship which have been published it is still 
not possible to find out precisely how many non- 
Malays are citizens and are eligible to vote, and 
how many have made no citizenship claim or have 


not followed up their citizenship registration by — 


registering also for the vote. 

But some rough conclusions are possible. If 
the Alliance is correct in asserting that 90% of the 
electorate in the Federation are Malaysian, then 
there are altogether only 125,000 Chinese, Indian, 
Ceylonese, Eurasian and other non-Malay voters. 
Yet no fewer than 1,157,000 Chinese and 220,000 
Indians are Federal citizens by operation of law. 
Another 433,000 Chinese and 186,000 Indians have 
the necessary birth qualification for Federal citizen- 
ship by registration. Less than 70,000 non-Malays 


other than Chinese and Indians are citizens or are. 


eligible for citizenship. There are then about two 
million non-Malays who are citizens by process of 
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PROBLEMS AND PROJECTS OF HONGKONG 


The Governor vf Hongkong gave significant attention to 
the desirability of encouraging local industry in an address 
prepared on the subject of the Colony’s Budget for 1955-56, 
which in the unavoidable absence of the Governor from the 
Colony, was tabled at Legislative Council last week. The 
Governor pointed out, “When the strategic controls were in- 
troduced, the Colony’s economy received a severe shock, and 
if it had not been for the considerable industries which have 
now become well established here, and which continued to 
carry on and expand when the traditional entrepot trade was 
disrupted, that shock might well have been a major disas- 
ter. The Colony owes much to its industries. But they are 
now facing their own difficulties in that, with no home mar- 
ket, they depend for their survival on their markets abroad, 
where, if they overcome the universal difficulties of exchange 
controls and import controls, they now face fierce competi- 
tion. If they are to survive, they must keep down their 
costs. This they are doing with success by the adoption of 
modern and economic manufacturing methods. We have set 
our face against any form of protection of industry and 
against any form of direct subsidy, but I think there is one 
thing we can do to assist in maintaining this vital part of 
the Colony’s economy; that is, to provide land at reason- 
able prices for sound industrial undertakings. Government 
proposes to carry out a reclamation scheme to provide fac- 
tory sites at Kun Tong on the eastern shore of Kowloon 
Bay. The total area to be reclaimed extends to some 140 
acres and a start has been made onthe first stage of the 
scheme involving 78 acres. This first stage is likely to take 
up to three years to complete and will cost $10 millions. 
It is hoped, however, that the first sites will be available in 
the fairly near future.” The Governor’s address also men- 
tioned various other problems and projects of Hongkong: 


HONGKONG’S FOREIGN TRADE 


“The outlook at the moment was no brighter than it 
was, but on the other hand it was no gloomier. Last year I 
referred to the Colony’s trade figures as disappointing, when 
trade had been one per cent lower than the previous year. 
In 1954 it was 11 per cent below that of 1953, but I am 
not going to let this give me cause for pessimism, for the 
volume figures indicate a slight increase. The difference be- 
tween the two is due to a decline in prices. There was a 
further expansion in exports of local products, the value of 
which increased by $46 million in 1954, as compared with 
1953. This figure is not a complete indication of our pro- 
gress in this field, since there was a decline in the prices of 
some of our products and margins of profit were lower.” 


law, or who could be citizens if they took the trouble 
to claim that status. Fewer than seven per cent of 
them are on the electoral roll. Not all the two 
million, however, can claim the franchise. The 
citizen must be 21 to be able to vote. 


If the Alliance estimate of the electoral situation 
in the Federation is only approximately correct, the 
MCA wing of the Alliance must do some hard 
thinking. For an electorate which is anywhere near 
nine-tenths Malay may have its own ideas on voting 
and power in the new Council. Certainly they 
would have to speak in minor key and this in turn 
would be in sharp contrast with other claims which 
have been made lately. 


TRADE WITH CHINA 


“As regards the control over exports to our traditional 
market of mainland China, I again record that this Colony 
has faithfully carried out its obligations to the United Na- 
tions. This has been at considerable cost to Hongkong, and 
in 1954 resulted in a further drop of $3815 million when 
compared with the 1953 figure, and more than $1,000 millions 
as against the 1950 figure. Any radical relaxations are en- 
tirely dependent on developments outside Hongkong, over 
which we have no control.” 


HOUSING AND RESETTLEMENT OF SQUATTERS 


“The twin problems of Housing and Resettlement of 
squatters are still of major importance. The former will 
remain so for many years yet; the latter is well on the way 
to solution, for during the past year the population of our 
resettlement areas has almost trebled. About 120,000 per- 
sons who were formerly squatters have now been re-housed 
and are living in resettlement areas. Additional accommoda- 
tion for over 20,000 persons is under construction, so it can 
be said that the squatter problem is about half solved. If 
we were to judge the prosperity of the Colony by the amount 
of building that is going on the verdict would undoubtedly 
be that Hongkong was enjoying a boom. Last year for in- 
stance private building activity—mostly domestie premises-— 
showed an increase of approximately 40 per cent over the 
previous year. Much of this was financed by capital coming 
in from outside, and whilst this is satisfactory as indicating 
the confidence that there is in Hongkong it does have certain 
unsatisfactory features in that it inflates land values and has 
a bullish effect on the share market, where much of the 
money also goes. Comparatively little of it is put into 
trade and commerce, for the simple reason that that is still 
not as prosperous as it was, I hope that more of it will go 
into local industries. It might be said by some persons that, 
in view of all the private domestic building that is going 
on, there is really no need for Government to spend money 
on housing schemes, apart from squatter resettlement which 
is short term emergency measure. I would reply that very 
little of the private building being undertaken is low-cost 
housing. Moreover, it is only just about sufficient to keep 
pace with the normal increase in population. As I said last 
year there are some 350,000 persons—not squatters—who 
are most inadequately and squalidly housed. It is for these 
citizens of ours that the Housing Authority and the housing 
societies are catering.” 


EDUCATION 


“We have now entered a stage where the high birth rate, 
that occurred in the years immediately after the war, is 
making its effect felt in the number of applications for ad- 
mission to schools. We must anticipate that by 1961, there 


will be a primary school population of approximately 360,090 


and that thereafter the rate of increase may be in the 
neighbourhood of 20,000 per year. In the past twelve 
months, enrolment in primary schools of all types rose by 
13,000 places, more than 7,000 of which were provided in 
Government maintained or aided schools. In 1951, Govern- 
ment adopted a Five Year Plan for education, the funds for 
which have now been almost exhausted. A new Seven Year 
Plan for primary education is now under consideration.” 


GOVERNMENT'S FINANCES 


“The Approved Estimates for 1954/55 showed a sur- 
plus of $1,217,950. The Revised Estimates show a surplus © 


: 
| | 
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HONGKONG’S BUDGET FOR 1955-1956 


The following is the text of a talk given over Radio 
Hongkong last week by the Financial Secretary, Mr. A. G. 
Clarke, outlining the annual budget for 1956 which he had 
presented to members of the Hongkong Legislative Council. 


“The programme of public works is the feature of the 
Budget for next year. I think it is probably fair to say 
that almost everything in that line that we are doing, and 
proposing to do is due directly to the greatly increased 
number of people in the Colony. Those of you who have 
been here since the war will not need to be told that our 
population has gone up by about one and a half million in 
the last ten years. What many of us probably do not 
realise is the fact that quite apart from any further immigra- 
tion into the Colony, the population is increasing by about 
sixty thousand a year, for last year the excess of births 
over deaths was just over sixty four thousand. It is this 
large and continuing increase in population that is causing 
all our problems; the squatter problem, the water shortage, 
- the shortage of schools and of medical and health facilities, 
and others. I would like to take some of these things and 
tell you how we are dealing with them, and then give you 
a few figures to let you know what our proposals are costing 
you. 


CLEARANCE OF SQUATTERS 


“Probably the most urgent problem of all is the squat- 
ter one. There are not enough houses or flats in the 
Colony to accommodate all the people here. The poorest 
newcomers have provided for themselves in a rough and 
ready way in squatter areas. Most of you know what these 
squatter areas are like, conglomerations of huts, mostly 
highly inflammable, with sanitary conditions that are a dis- 
grace to any civilised community. We have had a succes- 
sion of serious fires and we have as a responsible Govern- 
ment been obliged to look after the victims of these fires, and 
to do what we can to help them. We have now come to 
the conclusion that a really drastic effort must be made to 
clear these areas, and that they are not allowed to spring 
up again. Many of you have seen the seven-storey buildings 


of $21,137,000, but in the light of the most recent figures 
it now seems probable that this figure may be exceeded. 
The draft Estimates for 1955/56 show a deficit of $32,066,- 
950. While there is no reason to be unduly alarmed about 
a budgetary deficit after so many years of comfortable sur- 
pluses, there must be no complacency in view of the size 
of the figure. It is true that it is largely due, on this oc- 
casion, to the immense programme of public works, but sight 
must not be lost of the fact that recurrent expenditure is 
continuing to rise rapidly. Either a halt has to be called 
to new expenditure, especially of a kind that is likely to 
lead to more recurrent expenditure later on, or we shall 
have drastically to increase taxation. Both courses are un- 
palatable; the former because we have to meet the needs of 
our growing population, which is expanding all the time by 
natural increase—quite apart from improvements that are 
very desirable and in many cases essential. On the other 
hand with trade still at a low level it is hardly the time to 
handicap it further by inflicting on it heavy new imposts. 
What we will have to do is something, but not too much, of 
both; in other words to trim our expenditure, and also to 
increase taxation. The first has already been done. The 
— question of further taxation will require further considera- 
tion.” 


that are going up in the old areas cleared by fire. We in- 
tend to go on with this building programme as quickly as 
possible; it will cost a great deal, but we do charge some- 
thing by way of rent, so that we shall get a little back over 
the years. But apart from the financial aspect, this work 
must be done, and I think it is probably fair to say that 
this clearance of squatters is our No. 1 priority. 


NEW RESERVOIRS 


“Again we cannot double our population, and more, and 
expect our water supply to be adequate. In the old squatter 
areas there was little or no piped water, and the squatters 
were largely dependent on wells and streams. This of course 
is impossible in resettlement areas, and the demand for 
water is increasing. Not only so, but the increase in popula- 
tion has given rise to the construction of many new build- 
ings, and to the replacement of old buildings, lacking water 
and drainage, by modern multi-storey buildings which need 
much more water. We must press on with our new reser- 
voir as quickly as possible, but even when this reservoir is 
completed, I greatly fear that it will not be enough. We 


have therefore been looking out for sites for new reservoirs, — 


and the consulting engineers have been commissioned to pre- 
pare a report on possible sites on Lan Tau Island. 


SCHOOLS AND HEALTH SERVICES 


“Again the increased population has resulted in a short- 
age of school accommodation. There was a time not so 
long ago, when we felt that we had enough schools for the 
permanent population. But I think we must now accept the 
fact that the refugees from the mainland are here to stay. 
We are therefore driven to the conclusion that we must 
accept them as part of the permanent population, and we 


must provide facilities for education of their children. Then. 


there is the health position. We are very fortunate indeed 
that, despite the appalling sanitary conditions in the old 
squatter areas, and indeed in the older areas of the town, 
we have had no serious epidemics. But our medical and 
health facilities are taxed to the limit, not only because of 
the increased population but because of the remarkable shift 
since the war from the old fashioned Chinese medicine to 
Western medicine. 


RECLAMATION 


“But probably the biggest problem of all that we have 
to face is, how are all these people, to say nothing of the 
additional sixty thousand that are coming along every year, 
going to earn a living? Where are they to get work? [ 
think that many of them would be begging on the streets 
if it had not been for the development of industry in this 
place, which has given employment to many, and a means 
of livelihood to probably four or five times that number 
of dependants. If we have to face the prospect of an ad- 
ditional sixty thousand inhabitants every year we clearly will 
have to find additional employment for at least a proportion 
of that number, if the standard of living is not to fall. It 
is for this reason that we are proceeding with a large re- 
clamation at Kun Tong to provide sites on which factories 
can be erected, in which we hope that our rising population 
will find employment. 


ESTIMATED EXPENDITURE: $445.7 MILLION 
“That is the background of the budget which was intro- 


duced into the Legislative Council today. And here I must ~ 
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give you some figures. The squatter problem is taking round of life. We are committed to the airport—over $100 mil- 
about $20 millions for next year, and it may well take _ lions. | | 
more if we are successful in pressing on with our programme. “But it is well not to be too gloomy about the situation. 
Water is to take $36 millions, of which $32 millions are Next year may well turn out better than we hope, for the 
for development of the new reservoir at Tai Lam Chung. continued development of the Colony naturally brings about 
“ Nothing is provided for the possible new reservoir on Lan- gn increase in Government revenue, and we usually spend 
as tau, but if prospects turn out good, I fear that we shall rather less than we budget for. Above all we have quite a 
¥e have to provide additional funds to get on with that also supstantial sum in hand. We can afford to wait and see for 
as as quickly as possible. The recurrent cost of education is $52 one year, but we shall have to be careful that we do not 
a millions next year, quite apart from any capital expenditure qyaw too much in any one year on our savings, which, after 
vat on new Government schools. The recurrent cost of medical all, are invested, and are bringing in a good income. And 
and health requirements will be approximately the same we shall also have to be careful about committing ourselves 
figure, again disregarding any provision for new hospitals or +9 new projects which cost a lot of money and are not 
clinics. That is to say, the ordinary needs of the Education really essential.” 
Department, the Urban Services Department and the Medi- | 
nd cal Department cost $2 millions a week. This year we have REVENUE AND EXPENDITURE 
ter come to a turning point in the history of the Colony, be- 1952/53 to 1955/56 
ers cause for the first time we expect to face a very large deficit (in HK$ million) 
rse on what in past years I have called our housekeeping ac- 
for count. So far as can be seen at the moment, we shall Actual Actual Estimate Estimate 
ila- spend $32 millions more than we shall get in. Now this 1952/53 1953/54 =—1954/55 1955/56 
ild- is a very large figure, but we do not want to panic just yet. Revenue 384.6 396.9 405.6 413.7 
ter Once again we have done fairly well during the year which Expenditure $11.7 355.4 384.5 445.7 
eed is about to close, and we expect that on the Ist April next, Surplus 12.9 41.5 21.3 —_ 
_ when the new financial year starts, we shall have in reserve Deficit —- _ — 32.0 
oe an amount about equal to a year’s income. We therefore 
We do not at the moment propose to increase direct taxation; ESTIMATED FINANCIAL POSITION 
rs, instead we shall use some of the money that we have saved 1955—1956 
during the past few years. But if we continue to try and of over on 
cope with all our problems as we have been doing, and if i Sak 1664 242,436,594 
our income does not increase, we are going to have some’ Revised estimate of revenue 
critical years ahead. We shall have either to take steps to 405,594,000 
ort- increase our income by raising the rates of taxation, or we Revised estimate of expenditure 
ghall have to reduce spending somehow. The problem is what 384,481,000 | 
the to reduce. I think very few of you would like to see the Estimated surplus 1954-55 _........ 21,113,000 
the squatter problem just left as it is. It seems infinitely pre- fcstimated excess of assets over 
tay. ferable not only on humanitarian grounds, but also in our liabilities on 31st March, 1955 .. 268,549,594 © 
aust own interests, to have this squatter problem cleared once Estimated revenue 1955-56 __......... 413,681,000 
we and for all. I feel that very few of you would like to see Estimated expenditure 1955-56 _.... 445,747,950 | | 
‘hen. the education programme dropped, or would wish to put a Estimated deficit 1955-56 | 32,066,950 
leed stop to further spending on medical and health facilities. gtimated excess of assets over 
old We have no option about water, for it is one of the essentials liabilities on 31st March, 1956 .... 231,482,644 
wn, 
and 
e of : REVENUE 
gr | Abstract of actual and estimated revenue for the period 1952 to 1956 
e to | 
| Actual Actual Revised Approved 
| Head of Revenue Revenue for Revenue for Estimate for Estimate for 
1952-53 1953-54 1954-55 1955-56 
have | $ $ $ $ 
reets 26,645,986 28,055,781 34,236,000 28,138,000 
this Water Revenue ....... 8,264,419 8,853,250 7,207,000 8,107,000 
ie@ans Post Office ......... 15,534,868 19,946,543 21,149,000 22,419,000 
mber Kowloon Canton Railway . 6,023,417 5,369,489 4,575,000 4,575,000 
Revenue from Land, Rents, etc. 18,917,279 22,798,707 22,092,000 25,735,000 
Miscellaneous Receipts 15,082,269 14,642,635 19,750,000 15,827,000 
rtion 377,983,344 390,083,200 395,658,000 395,093,000 
It 5,446,707 6,058,573 6,545,000 9,005,000 
e re- Colonial Development and Welfare Grants ......_......... ans 1,160,395 740,193 1,791,000 1,583,000 
jories Loans from United Kingdom Government... 1,600,000 8.000.000 
ation Total Revenue 384,590,446 396,881,966 405,594,000 413,681,000 
Withdrawal from General Revenue Balance ..... . 100,000,000 — 
must 
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Abstract of actual and estimated expenditure for the period 1952 to 1956 


ECONOMIC REVIEW 


Actual Actual Revised Approved 
Head of Expenditure Expenditure Expenditure Estimate Estimate 
1952-53 1953-54 1954-55 1955-56 
$ 
Agriculture, Fisheries and Forestry saeiicimcta 2,470,395 2,031,194 3,297,000 3,221,960 
Audit Department 472.256 557,836 530,000 627,500 
Colonial Secretariat and Legislature 2,079,539 2,612,288 2,940,000 2,715,560 
Commerce and industry Department  ..............cd.0cc.00c........... 3,341,395 3,903,831 4,274,000 5,086,440 
Gnd Marketing Department 333,589 390,538 455,000 532,600 
efence 
3 R.H.K.D.F. Headquarters & Hongkong Regiment ...... 1,850,960 1,984,977 2,522,000 2,136,300 
Hongkong Royal Naval Volunteer Reserve ... 445,382 444,992 461,000 1,007,000 
Essential Services Corps ................-2--.... 108,177 152,596 151,000 169,000 
298,205 318,095 333,000 435,000 
Directorate of Manpower _......:................ st i 58,000 68,350 
Measures 29,943,531 27,586,248 19,000,000 21,262,000 
Education Department __.................... 9,125,906 11,336,113 12,811,000 17,262,890 
Inland Revenue Department _...........2..2..... Se 1,805,432 2,350,247 2,369,000 2,719,220 
4,576,096 4,154,838 7,672,000 6,617,900 
a 543,019 688,322 760,000 1,030,500 
520,743 669,641 760,000 | 846,030 
Medical Department _............... 21,338,770 23,704,484 27,734,000 30,278,630 
42,776,171 64,941,839 46,153,000 ‘6,167,800 
New Territories, District Administration _............... an 816,281 624,190 656,000 721,450 
— 36,806,000 38,705,000 
ongkong Police ..... 38,705, 
Hongkong Police (Auxiliaries) 29,026,514 31,802,576} 1,291,000 2,048,300 
Post Office .......... 8,098,358 11,420,212 11,833,000 12,841,000 
Printing Department _............ 1,345,770 1,399,617 1,394,000 1,946,400 
Prisons Department 5,546,444 5,693,933 6,121,000 7,012,600 
Public Debt ......... : 5,785,353 3,766,043 3,361,000 3,335,600 
Public Relations Office __ 431,411 506,979 559,000 511,250 
Public Services Commission ........... ie, 24,610 28,924 35,000 36,200 
Public Works Department . : neNG 13,307,577 17,480,063 18,509,000 22,612,920 
17,886,200 19,628,634 20,707,000 20,960,500 
37,113,074 30,607,359 50,094,000 104,595,900 
201,399 1,921,415 2,332,000 2,048,600 
Rating and Valuation Department _ 249,281 327,349 365,000 482,900 
Registrar General’s Department .. 487,928 580,093 611,000 685,300 
Registry of Trade Unions .. — 25,000 150,300 
Resettlement Department 2,309,376 3,824,283 3,972,000 7,112,350 
Royal Observatory . : 744,223 919,591 1,095,000 1,400,570 
Secretariat for Chinese Affairs 
Secretariat for Chinese Affairs 304,933 384,144 396,000 468,400 
Social Welfare Office 3,658,889 2,529,908 2,086,000 2,734,200 
| District Watch Force... (260,362 258,556 258,000 318,100 
Stores Denerimient 5,034,977 1,265,085 6,976, 000 7,614,500 
Subventions 17,670,179 27,639,261 32,725,000 44,144,810 
Treasury 
Treasury ...... a 1,544,312 1,734,489 1,901,000 2,026,500 
Custodian of Property 46,623 50,273 — §3,000 53,300 
Urban Services and Urban Council 
Head Office and Sanitary Division : 11,192,198 12,829,225 13,374,000 16,380,760 
Gardens Division _..... 649,807 884,000 1,239,850 
Housing Division ........ 649,807 65,000 280,700 
310,510,551 354,742,812 382,710,000 444,164,950 
Colonial Development and Welfare Schemes 1,239,168 664,958 1,771,000 1,583,000 
Total 311,749,659 355,407,770 . 384,481,000 445,747,950 
Transfer of Surplus Balances to Revenue Equalization Fund 100,000,000 — — — 
Total 411,749,659 355,407,770 384,481,000 445,747,950 
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THE EXCHANGE 


- Post-war economic situation in Indonesia: Productive 
capacity had been seriously destroyed and export availability, 
especially that of sugar, considerably reduced. Import 
demand was extraordinarily latge for- rehabilitation and 
reconstruction and for meeting the pent-up consumers’ 
demand. Meanwhile, money supply had _ increased 
tremendously; it was, at the end of 1947, 6 times the pre-war 
figure (end of March 1938). The great expansion in money 
income increased considerably the demand for import as the 
exchange rate was depreciated by only 44.6 per cent on 7 
March 1946. Owing to these unfavourable factors, the pre- 
war trade surplus changed into a substantial trade deficit in 
early post-war years. This, together with the usual deficit 
on services account, resulted in a large deficit on the goods 
and services account, which amounted to Rp 500 million in 
1946 and Rp 600 million in 1947. 
in the political situation, there had been substantial outflow 
of private capital. Meanwhile, large Dutch and United 
States grants and loans, which did not come in until 1948, 
helped only in 1948 and 1949 to halt temporarily the rapid 
depletion of foreign exchange reserves. However, the 
fundamental disequilibrating factors still existed and once 
these grants and loans stopped, the imbalance on international 
accounts re-emerged. 


The September 1949 devaluation contributed very little 
to the rectification of the imbalance. The devaluation of 
the Indonesian rupiah in terms of US dollars was carried out 
in line with the devaluation of the Dutch guilder and the 
pound sterling. A depreciation of the exchange rate of 
30.2 per cent was too limited in comparison with a six-fold 
rise in prices in Indonesia, while prices in the United States 
rose by only 50 per cent as compared with the pre-war 
period. Moreover, as the Dutch guilder was also devalued 
to the same extent, no adjustment in the exchange value of 
the rupiah was made in relation to the Dutch guilder, although 
inflation in Indonesia was much more severe than in the 
Netherlands, the major trading country with Indonesia. To 
correct the over-valuation of its currency and the disequili- 
brium in its balance of payments, Indonesia chose a differential 
devaluation of the effective buying and selling rates through 
the establishment of an exchange certificate system in March 
1950. The multiple exchange rates thus introduced head to 
be changed several times later on. 


Exchange certificate system, Mar. 1950—Feb. 1952 


On 13 March 1950, an exchange certificate system was 
introduced, according to which the exporters, in addition to 
the official exchange value (ie. Rp.3.81 to the dollar), 
would receive certificates in Indonesian ‘currency from the 
Foreign Exchange Fund for one half of the exchange value 
that was submitted to the fund. For the other half of the 
exchange value, for which the fund did not issue certificates 
to the exporters, the fund itself sold certificates of an equal 
amount on the market, through the intermediary of a bank. 
In addition, the fund might create new certificates without 
basing on the foreign exchange surrendered by the exporter. 
Those who had to make foreign payments had to purchase 
such certificates in order to obtain foreign exchange from 
the fund. The rate of the certificate was fixed by the fund 
at 200 per cent of the face value. Thus what the exporter 
could obtain from 6ne dollar of exports was twice the official 
exchange rate, ie. Rp 7.62, which was the effective export 
rate, and what the importers had to pay for one dollar was 
thrice the official exchange rate, i.e. Rp 11.48, which was the 


SITUATION 


On account of changes 
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IN INDONESIA 


effective import rate. In other words, there was a de facto 
devaluation of the export exchange value by one half and 
a de facto devaluation of the import exchange value by 
two-thirds. The spread between these two rates thus: 
constituted the main feature of the Indonesian multiple 
exchange rate system. Indonesia chose to devalue its import. 
and export rates differently, chiefly for the following reasons. 

On the export side, the de facto devaluation was 
intended to adjust the unfavourable cost-price structure of: 
the export industries. Minimum wages in estate agriculture 
increased more than five-fold from December 1941 to 
December 1949, while the currency was devalued by about 
one-half as much during the same period. Thus local 
currency proceeds of the foreign exchange at the official rate 
in relation to the cost appeared to be insufficient, especially 
for the marginal producers. If the over-vaiued currency 
was to be maintained, considerable deflation had to be carried 
out. The latter was almost impossible especially because 
government expenditures could hardly be reduced in the 
then prevailing circumstances. 

Whether the devaluation of the exioit exchange would 
increase the foreign exchange earnings from exports depended 
on many factors, among which the most important were the 
elasticity of foreign demand and the elasticity of home supply 


of exports. While the elasticity of foreign demand for 


Indonesian exports might have been greater than unity, the 
supply of Indonesia’s exports which consisted majnly of. 
agricultural and mineral products, was not very elastic, at 
least during the first few years after the end of the war 
when physical limitation and insecurity were the major 
handicaps. A larger devaluation of the export exchange, 


while it might increase exporters’ profits, might not increase 


much the exchange earnings. However, on the import side, 
it was thought that to devalue the import exchange to the 
same degree, might not be sufficient to check imports. 

The operation of the exchange certificate system, which 
gave rise to a spread between effective import and export 
rates, brought profits from private importers to the Foreign 
Exchange Fund for the government, at a rate of Rp 3.81 to 
every dollar of imports. The profit might be regarded as 
a tax on international trade, which had a disinflationary — 
effect, as compared with unitary devaluation. As the profits 
realized from the‘sales of exchange certificates were part of 
the government revenue, they helped to reduce the govern- 
ment deficit.1 | 

To what extent the foreign exchange certificate system 
which resulted in more realistic effective import and export 
rates contributed to the improvement in the balance of 
payments is difficult to determine. On the export side, its 
effect was over-shadowed by the sudden increase in foreign 
demand for Indonesian products in connexion with the Korean 
war. It was difficult to distinguish how much of the increase 


1. However, such a disinflationary policy was considered insufficient by 
the Indonesian Government, and a parallel measure of demonetization 
was undertaken. The reason was that while the rupiah import ex- 
change value was devalued to about 1/6 of the exchan,ze value in 1938, 
the money supply should rise by no more than 6 times over that in 1938, 
if an equilibrium were to be maintained. Counting in this manner, 
there was in February 1952 an excessive money supply of Rp. 1,500 
million which the demonetization measure adopted on 19 March 1950 
was intended to reduce. Paper money bearing a denomination exceed- 
ing 2.50 guilders were split into two halves. The left halves had the 
force of legal tender for one half of the printed value until 9 April 
1950 from thence they should be exchanged for new notes. The right 
halves might be used up to one half of the face value for the acquisition 
of 3 per cent Government bonds. Similar measure applied to bank 
deposits. From 18 March 1950, the banks had to transfer one half of 
the deposits to a blocked account to be opened as subscription to the 
three per cent Government bonds. 
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in exports was due to the autonomous increase in foreign 
demand and how much of it was due to the more favourable 
exchange rate, although it was more or less.certain that the 
former was much more important than the latter. | 

On the import side, the value of imports in 1950, for 
the first time in the post-war period, ceased to expand tem- 
porarily. However, a number of factors other than the 
effective devaluation of the rupiah import exchange value 
might also have contributed to this result. For instance, the 
pent-up demand seemed to have disappeared by 1949, the 
demonetization measure had tended to reduce the purchasing 
power of the private sector, and there had been some time-lag 
between the creation of the exchange certificates and their 
actual use for imports which halted temporarily actual 
imports. 

As a result of these developments the trade balance 
turned from a deficit of about $15 million in 1949 to a huge 
surplus of about $334 million in 1950. The country’s foreign 
exchange reserve therefore also increased considerably. 

The monetary effect of the exchange certificate system 
was apparent. In 1950, as the level of import was com- 
paratively low, the profit from the sales of exchange 
certificates was also low. However, as it amounted to Rp 
881 million and accounted for 22 per cent of the total 
revenue, it was a valuable contribution to government. 
finance. Had there been no profits from the sale of exchange 
certificate, the deficit in 1950 would have been much larger. 

In 1951, the Korean-war boom further raised Indonesia’s 
export earnings which enabled the country to finance larger 
imports and’ relax to some extent the import restrictions. 
Meanwhile, import demand also expanded on account of an 
increase in money income arising from the large government 
expenditure and exports. Thus the total value of imports 


‘increased from $443 million in 1950 to $855 million in 1951. 


_ In order to meet the increased import demand without at 
the same time allowing too great an amount of non-essential 
goods to enter the country, the Indonesian Government 
introduced the import certificate in March 1951. The 
certificate was not issued to the exporters but must be 
obtained, in addition to the exchange certificate, by importers 
for importation of non-essential goods not included in the 
government import scheme. The price of the import certi- 
ficate was fixed at 200 per cent of the official exchange rate. 
Thus the effective exchange rate for importing such commo- 
dities was 5 times the official rate, i. Rp 19.00 per dollar. 


The high level of imports and the introduction of an 
import certificate yielded large profits to the government 
through the sale of the import and exchange certificates; 
such profits increased to Rp 4,100 million and accounted for 
40 per cent of the total government revenue. Thus, for the 
first time during the post-war period, Indonesia achieved a 
surplus in its budget. Had not the certificate system 
siphoned off a part of the windfall profits of private traders 
for transfer to the government, inflation would have 
developed more severely. It appeared in 1951 that while 
the extraordinary increase in foreign demand accounted 
chiefly for the improvement in the balance of payments, the 
operation of the exchange and import certificate system, 
resembling an additional export and import tax, contributed 
significantly to reducing the inflationary pressure, although 
additional anti-inflationary measures might be still necessary. 


The abclition of exchange certificates and the unification 
of the exchange rates, February—August 1952 

The exchange certificate system, while operating rather 

. successfully during the Korean-war boom, was found to be 

defective after the abatement of the boom and was abolished. 

It was true that the de facto devaluation of the rupiah export 

exchange value by one half had corrected generally the 
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unfavourable cost-price structure of the export industries 
which existed before fhe introduction of the exchange certi- 
ficate system. However, while this adjustment had gradually 
lest its force it had been distorted by a more depreciated. 
import exchange and the rising world prices raised the local 
prices of rice and cost of living. This resulted in the demand 
for higher wages which the export industries had to pay. 
-Moreover, while the exporter earned only Rp 7.60 per dollar’s 
worth of his commodity, he had to pay Rp 11.40 per dollar’s 
worth of his import requirements for production. 

This difficulty was generally not felt by the export 
industries during the Korean-war boom, for world prices of 
Indonesian exports rose tremendously and brought in extra- 
ordinary profits despite the unfavourable import rate. 
However, as the export prices started falling steeply early 
in 1951, the difficulty began to emerge, and was aggravated 
by the continuous rise in world rise prices. 

This difficulty, which differed for various industries 
according to the extent to which they were affected by the 
boom, was not much felt by the rubber and tin industries 
in 1951, as the rubber and tin prices, though falling sharply 
in 1951, still remained at comparatively high levels. For 
other . industries, whose products were not in very great 
demand abroad even during the boom, the effect of the price 
fall was immediately felt to be very serious. The most 
obvious examples were the tea and tobacco industries which 
at first, by virtue of the introduction of the certificate system, 
were once more in a position to operate on a reasonably 
profitable basis in 1950 were for the most part in 1951 
working at a loss again. The different effects on different 
export industries proved that the exchange certificate system, 


which was equivalent to the application of an additional © 


uniform ad valorem duty of 33-1/3 per cent on international 
trade, lacked the selective power. 

To remedy these defects, the exchange certificate system 
was abolished on 4 February 1952 and the wide spread 
between the effective import and export rates eliminated. 


-In other words, the export exchange was devalued by one- 


third, while the import rate remained unchanged; thus 
resulting in a unification of the import and export rates. 
Meanwhile, an extra export duty was introduced of 25 
per cent for the export of rubber and copra, and 15 per cent 
for the export of palm oil, palm kernels, tin, tin ore, 
petroleum, pepper and coffee. The imposition of the 
differential extra export duties, which retained a part of the 
profit formerly received by the government from the foreign 
exchange certificate system, also took into account the 


different adjustments in cost-price structure required by | 


different export industries. To those export commodities for 
which foreign demand was weak, the full benefit of the 
one-third devaluation of the export exchange accrued, as 


no additional export duty was imposed; exporters’ income in . 


rupiahs increased by approximately 50 per cent. In the 
case of rubber and.copra, the foreign demand for which was 
still strong, the advantage of devaluation was largely offset 
by the imposition of an extra export duty; the net result 
was an increase of rupiah export proceeds by about 124 per 
cent. For those articles with less strong foreign demand 
but liable to the 15 per cent extra export duty, the net 
increase in rupiah export proceeds was about 274 per cent. 
The differential changes which either reduced the unprofit- 
ability or increased the profitability of various exports, 
tended to stimulate exports or prevent them from falling. 
With the abolition of the foreign exchange certificate 
system, the wide disparity between the effective exchange 
rates for incoming and outgoing remittafces on account of 
“invisibles” likewise disappeared. Outward remittances for 
transfer of profit and redemption, family and other allot- 
ments of foreign workers, and for other non-import purposes, 
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could be effected within the framework of the foreign 
exchange licence system at the new official bank selling rates 
for foreign currencies. With regard to inward remittances 
and payments for exports and other purposes, settlement was 
effected at the new official bank buying rate. 

With the unification of the import and export rates, 


the multiple exchange rates almost disappeared. However, 


the existence of various inducement schemes and the intro- 
duction of the “dollar certificate” still resulted in multiple 
exchange rates which were applied to a limited number of 
fields. 

The combined effect, on the total value of exports, of 
the devaluation of the export exchange and the imposition 
of extra export duties is difficult to determine, as other 
factors, of which the most important on the export side 
during 1952 was the continuous decline in foreign demand, 
were also at work. The total value of exports fell from 
$1,257 million in 1951 to $886 million in 1952—a 40 per 
cent decline. 

With the abolition of the exchange certificate system, 
government revenue from the sale of such certificates dis- 
appeared. However, as a large number of foreign exchange 
contracts entered into by the Exchange Fund with importers 
prior to the date of discontinuance of the system were settled 
in the course of 1952, the government received Rp 2,082 
million from such settlement. Revenue from the additional 
export duty levied as from 4 February 1952 amounted to 
Rp 1,066 million during 1952, which probably compensated 


largely for the loss in revenue from the sale of exchange 
certificates. - 


The import surcharges system since August 1952 


Although the adjustment of the export rate (taking into 
consideration the imposition of extra export duties) under- 
taken by the government in February 1952 enabled the 
Indonesian export products to compete more favourably in 
the international market, it did not succeed in preventing 
the balance of payments from deteriorating because of the 
continuation in the decline of foreign demand and world 
prices for these products. In order to keep the export 
industries from being further adversely affected, the extra 
export duties had to be gradually reduced or eventually 
removed. 

Some ordinary export duties were also abandoned. In 
general the rate of ordinary export duties was 8 per cent, 
but for several small-holders’ crops the rate was lowered to 
3 per cent. In October 1953 rubber was exempted from 
the ordinary export duty; other commodities such as tea, 
hard fibres, coal, petroleum products, cinchona and sugar 
had been exempted earlier. ce 

It appeared that Indonesia as a competitive seller on 
the world market had no control over the world prices for 
its export commodities. _. Confronted with falling export 
prices, it could hardly prevent its balance of payments 
position from deteriorating simply by taking measures on the 
export side. Moreover, the reduction of export duties 
contributed to the budget deficit. On the other hand, imports 
continued to expand after the abatement of the boom, 
reflecting the high level of money income generated from 
the previous export boom and the large government expendi- 
tures. This expansion, together with the falling exports, 
accounted largely for the considerable decrease in Indonesia's 
gold and foreign exchange reserves. The adjustment, there- 


fore, had to fall chiefly on the import side and the government 


introduced a system of import surcharges in August 1952. 


The new regulation divided import commodities into 
four main categories: group A composed of essentials which 
could be imported free of surcharge; group B composed of 
non-essentials charged with 100 per cent of surcharge; 


‘industry”’ 


297 


group C consisting of luxuries charged with 200 per cent; 
group D consisting of articles for which no foreign exchange 
was provided. Shortly after the new regulations went into 
effect, it was discovered that there had been a considerable 
shift of demand from other groups to group A commodities. 
Meanwhile, the government considered it necessary to increase 
its revenue. In February 1953, therefore, a new group Bl 
was added, consisting of the greater part of former group A 
articles on which a surcharge of 33-1/3 per cent was levied. 
The former B_ group became group B2. Meanwhile, all 
prohibited items in group D were transferred to group C. 
Thus was completed the import surcharge system which still 
prevails today. As to invisible items, a 66-2/3 per cent 
surcharge has been imposed since 2 March 1954. 


The main purposes of the import charges were to reduce 
imports and increase revenues without raising the workers’ 
cost of living and the labour cost of production, thus achiev- 
ing a better balance in international paymerits as well as 
government finance. Group A articles, consisting of essential 
imports (such as basic foodstuffs, the simpler kinds of 
textiles, raw materials and equipment needed by agriculture 
and industries producing for the export market or producing 
non-luxuries for the Indonesian market), are admitted into 
the country free of import surcharges in order to avoid a 
rise in prices to the consumer or a rise in ne costs 
to vital undertakings. 


Group Bl includes two types of scien The first 


type is semi-necessities the demand for which is considered ~ 


to be inelastic; on those articles a 33-1/3 per cent surcharge 


is levied so as to yield a substantial revenue to the govern- 


ment. The second type includes a number of “infant- 
items which, given a limited period of moderate 
protection, can be produced efficiently in Indonesia. It was 
felt that the protection afforded such “infant-industries” 
should not be too high, as the ultimate aim is to expose them 
to competition once they are “grown up,” and too high a 


protective wall would encourage the establishment of indus- 


‘tries which, not really suitable to the Indonesian economy, 


could not withstand open competition from foreign exporters. 


Group B2 consists of a number of doubtful cases, in 
which some commodities are not obviously luxuries of the 
sort that should be put under group C, and yet not obviously 
semi-necessities that, whether for revenue or for protection 
purposes, should be put under group Bl. They are, in effect, 
semi-luxuries which are important to particular individuals 
or firms and are put on an intermediate 100 per cent list. 
In this way the government hopes to reduce the volume of 
such imports substantially, while making it possible for those 
who badly need them to import them, as a price providing 
the government with an amount of revenue equal to the 
import price. 


The 200 per cent surcharge imposed on group C items 
aims simply at discouraging their imports. It was felt that 
an extremely high surcharge was better than outright pro- 
hibition. By permitting imports at the 200 per cent rate, 
the few cases of genuine need for these items can be taken 
care of. Also, the elimination of the former group D of 


prohibited items simplified the administration of the system 
to some extent. 


The restrictive effect on imports of the import sur- 
charges worked both directly through the price mechanism 
and indirectly through the income mechanism. On the 
whole, the raising of prices of non-essential and luxurious 
imports reduced the demand for them. It is true that such 
imports might also have been checked by quantitative restric- 
tions. However, the Indonesian Government did not do so 
for two main reasons. Firstly, quantitative controls require 
an efficient and honest administrative machinery which takes 
time to develop in an under-developed country. Secondiy, 
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quantitative controls would raise the prices of imports and 
bring windfall profits to the importers and would not con- 
tribute to. the reduction of government deficit. Import sur- 
charges, on the other hand, siphoned off the purchasing power 
from the public to the government and thus reduced the 
budget deficit and the private demand for imports. 


The economic effect of the multiple import surcharges 
is somewhat equivalent to differential devaluation of the 
import exchange for different import groups, while the export 
rate is kept unchanged. The Indonesian Government did 
not choose a unitary devaluation of import and export rates 
for various reasons. 

On the import side, a unitary devaluation would raise 
the rupiah price of all imports—necessities as well as luxu- 
ries. It would raise the eost of living, especially that of 
the working class, and thereby cause a demand for high 
wages. It would also raise the prices of imported materials 
and capital goods needed for industries. Moreover, the 
differential import rates can take into account the different 
elasticities of demand for various group of commodities and 
thus cover both revenue and import reduction purposes. 


On the export side, the difficulties faced by the export 
industries arising from falling prices and rising costs have 
already been largely alleviated by the gradual reduction of 
various export duties. A further devaluation would, within 
a short period, only raise the profits to exporters and would 
not increase much, if at all, the country’s foreign exchange 
earnings. In the long run, of course, the export industries 
must be made really profitable. However, with the uncer- 
tainty in the world price movements, it is difficult to tell 
whether eventually the adjustment should be made through a 
variation of the exchange rate, a reduction in costs, or an 
increase in productivity. Moreover, rising cost of living 
and higher profit for exporters in connexion with devalua- 
tion would result in a redistribution of income unfavourable 
to the working class. As an emergency measure, therefore, 
the import surcharge system appears to be preferable to a 
straightforward unitary devaluation. 


The import surcharges produced immediate effect in the 
reduction of imports. The total value of imports fell from 
$924 million in 1952 to $753 million in 1953—a 12 per cent 
reduction. 
million in 1952 to a surplus of $67 million in 1953. 


The import surcharges yielded Rp 1,650 million to the 
goveinment in 1958. Had not the government received this 
‘amount, its deficit would have been much larger, as revenue 
‘from additional export duties had been reduced by one half 
and that from exchange certificates had almost entirely 
disappeared. 

The import surcharges also modified the commodity 
structure of imports. The share of consumption goods im- 
port fell from 53 per cent of the total import value in 1951 
to 46 per cent in 1953, while the share of capital goods im- 
ports increased from 17 per cent to 21 per cent. This 
change, which was to have favourable effect on economic 
development, would not have been made possible by a unitary 
devaluation, a uniform import surcharge, or a uniform ex- 
change tax. 7 


Conclusion 


Although violent fluctuations in the world prices of Indo- 
_ nesia’s major exports were somewhat responsible for the 
frequent and drastic changes in the post-war exchange system 
of Indonesia, inflation had also been a major cause of its 
international disequilibrium. The adjustment in the ex- 
change rates could help to adjust the cost-price structure 
and bring about a balance in international accounts only if 
inflation were stopped. If inflation were allowed to de- 
velop further, the cost-price structure would sooner or later 


The balance of trade turned from a deficit of $8 
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again fall out of line and the imbalance in international 
payments would again emerge. Further devaluation, whe- 
ther unitary or differential,-would again become necessary. 

The exchange certificate system, while doubtlessly con- 
tributing to a favourable adjustment of the cost-price struc- 
ture initially, became ineffective subsequently because of 
the continuous inflation. It even became undesirable because 
the wide spread between the effective import and export 
rates distorted the cost-price structure. The high import 
rate contributed to the high rice prices, as a result of which 
money wages and cost of production to export industries 
also rose, while the unit rupiah export proceeds were com- 
paratively low partly because the export exchange rate 
was much lower than the import rate. Moreover, the com- 
plicated nature of the exchange certificate system, together 
with other inducement schemes, became burdensome to the 
business community. It appears that other alternative mea- 
sures, e.g. a unitary devaluation together with differential 
and flexible export duties, might be a better solution, es- 
pecially for meeting the 1950-51 export boom. 


The import surcharge system, resembling more the tariff 
than the multiple exchange rates, was probably the best 
measure under the present circumstances. However, infla- 
tion generated chiefly by the budget deficits must be put 
under control and measures for increasing productivity 
undertaken. Otherwise, the cost of production would soon 
be out of line with the present exchange rate. The grading 
of the import surcharges might prove to be too broad to 
be economically desirable for each individual article. How- 
ever once inflation is arrested, the establishment of an equi- 
librium rate of exchange would be quite practical and such 
surcharges might be modified and eventually baaiecoutcin with 
ordinary tariffs and other taxes. 


— Extract from a Report of UN Economic Commission for Asia & Far East 
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THE EXCHANGE TAX IN THE PHILIPPINES © 


The exchange tax was introduced in March 1951 to 


correct the disequilibrium in the balance of payments, caused 


chiefly by post-war inflation and sudden reduction in the 
United States disbursements in 1950. 
destruction of productive capacity and economic dislocation, 
production in the Philippines was very low during the early 
post-war years. This and the need for meeting domestic 
consumption reduced exports. In addition, the low level of 
production reduced the capacity to import. The decrease in 
export was offset by improvement in the terms of trade in 
early post-war years. In 1948, while physical export was 26 
per cent below 1937, the terms of trade rose above 1937 
level by 24.4 per cent. The country’s capacity to import 
deteriorated but its need for imports increased, for supple- 
menting the meager production of foodstuffs, meeting the 
pent-up demand, replenishing depleted inventories and re- 
building productive capacity. From 1946 to 1949, exports 
financed less than one half of imports which was possible by 


large US military expenditure, US pensions to war veterans, 


Philippine war damage claims, US surplus grants, etc. These 
amounted to about P700 million annually from 1946 to 1949, 
and more than financed the trade deficit except in 1947. 

The balance of payment disequilibrium, temporarily con- 
cealed, started to manifest itself in 1949, when terms 
of trade deteriorated by 40 per cent on account of sub- 
stantial fall in export prices. Value of exports fell by 25 
per cent, value of imports was maintained at a. high level, 
although by end of 1948, the extraordinary demand for im- 
ports seemed satisfied. The excessive imports reflected high 
money income; the high prices of home goods relative to 
import goods, caused by inflation, reflected the over-valua- 
tion of the peso. The inflation was attributed to large United 
States disbursements, Philippine Government expenditure, 
and private investment. Production failed to expand and 
did not keep pace with high consumption, a substantial part 
of which was met by excessive imports, including non-essen- 
tials and luxury goods. Both the high level of consumption 
and investment were made possible by large US disburse- 
ments which not only increased personal money income, but 
also financed largely the government deficit and the exces- 
sive imports. In addition to inflating the money income, 
these disbursements also created demand for imports. As 
the supply of domestic goods is less elastic than imports 
and no control on imports was exercised, prices of domestic 
goods relative to imports rose. The low prices of imports 
tended to stimulate substitution of imports for domestic 
products. 

So long as these disbursements continued at this high 
level they provided foreign exchange to meet the import 
demand. When they started to fall the balance of payments 
difficulties emerged. The inflation and increase in prices of 
domestic goods tended to reduce the competitive position of 
Philippine exports. During 1947-49, with the exchange rate 
remaining unchanged while the wholesale-price and cost-of- 
living indices in the United States were respectively only 
55 to 85 per cent higher than in 1937, those in the Philippines 
were respectively 400 to 450 per cent higher. The expan- 
sion in money incomes could have been checked to some extent 
by levying of new taxes and greater efficiency in tax collec- 
tion. However, the government failed to siphon off a por- 
tion of the gross national product in the form of taxes. In 
1947 and 1948 government revenue from. taxes (less sub- 
sidies) accounted for only 5 and 6 per cent respectively 
of the gross national product. Because of the trade agree- 


Owing to war-time 


ment with the United States, import duties could not be. 
imposed on goods from the United States, which accounted 
for nearly 70 per cent of all imports. Other taxes had not 
been designed to absorb the great increase in profits during 
the early post-war years when the rise of wages lagged. be- 
hind the price increases, and the increase in wealth of the 
business and land-owning classes. 

The balance of payments difficulties in 1949 resulted in 
a large reduction in the foreign exchange reserves. As US 
disbursements were expected to decrease in 1950, the balance 
of payments difficulties would be more severe than in 1949. 
Thus, toward the end of 1949, strict import control was 
imposed. Exchange control was imposed on 9 December 
1949. All transactions in gold and foreign exchange, except 
those for merchandise imports covered by import licences, 
were subject to licensing by the Central Bank. Profit and 
dividend remittances and foreign employers’ transfers were 
restricted to certain portions of the net profits. In order 


to avoid an unwarranted rise in the prices of imports because 


of these restrictions, price control was adopted in mid-1950. — 
The import controls produced an immediate effect in reduc- 
ing imports. The total value of imports in 1950 fell by 
about 40 per cent from that in 1949 and the trade deficit 
was reduced from P676 million to P45 million, which was 
only less than 10 percent of the total value of exports. The 
small deficit on current account and the outward movement 
of private capital were more than offset by the US disburse- 
ments (which were reduced) and foreign exchange reserves 
increased. 

Although import controls have had an immediate effect 
in reducing imports, they are not a sufficient remedy by 
themselves. A large portion of the expenditure that had 
been cut off from imports would be diverted to domestic 
goods; this tended to raise their prices and make price con- 
trol ineffective. The reduction in the supply of imported 
goods without a corresponding decrease of expenditure would 
also raise the prices of imported goods. The rise in the 
prices of imported goods resulted in windfall profits to the 
importer, which tended to induce favouritism in the granting 
of import licences. Thus, import controls, when unaccom- 
panied by an adequate elimination of excessive effective de- 
mand, are unlikely to be successfully carried out and tend 
to produce ill-effects on profits and real wages. Neither is 
a purely deflationary policy desirable for dealing with the 
Philippine balance of payments. Deflationary monetary and 
fiscal policies take time to produce result, while the urgent 
need is for the country to safeguard its foreign exchange 
reserves. Moreover, an attempt to deflate money income to 
such an extent as to eliminate the balance of payments de- 
ficit would probably result in considerable unemployment, as 
a given reduction in imports must be brought about by a 
four or five-fold reduction in money income. Devaluation 
was a possible solution, but it was administratively difficult 
and economically undesirable. In accordance with the trade 
agreement with the United States no change in the par 
value of the peso shall be made by the Philippine Govern- 
ment without the approval of the President of the United 
States. The approval of the US President on a proposed 
devalution of the peso might take time, as it would at least 
be difficult to agree on the extent and timing of the devalu- 
tion. Economically, devaluation might produce undesirable 
effects in the prevailing situation. Undoubtedly, devaluation 
would be effective in reducing imports. However, it would 
raise local prices of all imports—whether essential or non- 


pom 
4 

e 

h 

| 

| 

y 

n 

g 

h 

h 

ast 

re 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 
ia 

im | 
| 


300 


essential—to the same extent, and would not have a selective 
effect. Higher prices for major wage goods such as im- 
ported clothing materials, would have an unfavourable effect 
on the poor class. On the export side, devaluation weuld 
probably have only a negligible effect in increasing produc- 
tion of export goods. With the notable exception of coconut 
oil, the difficulties of increasing production in the Philippines 
during the period were of a technical, rather than price, 
character. The production of export crop was very pro- 
fitable as the wage rates in agriculture rose less than prices. 
The increase in profitability of exports might reduce some 
home consumption and increase export availability. How- 
ever, such reduction would not be quantitatively significant 
because home consumption of export goods is relatively 
small in the coyntry. Moreover, as time passes, the rise in 
the local prices of export goods would be transmitted to those 
of agricultural commodities for domestic consumption, as the 
domestic agricultural commodities compete with export 
goods for labour. Thus, on the export side, devaluation 
would result in a slight increase in export quantity and a 
large increase in export profits without appreciable increase 
in foreign earnings, if any. Such increase in profits, com- 
bined with the unselected rise in all import prices, would 
produce ill-effects on the distribution of income. 


The exchange tax and its effects 


As neither quantitative restrictions nor deflationary 
policies were found adequate in coping with the Philippine 
balance of payments problem, the Economic Survey Mission 
sent by the President of the United States in 1950 to the 
Philippines recommended the imposition of a special emer- 
gency import levy, a heavy excise tax, or an exchange tax, 
while at the same time maintaining quantitative controls. 
The mission thought that the simplest way of solving the 
Philippine balance of payments problem would be the im- 
position of a special emergency import levy of 25 per cent 
on all imports except rice, corn, flour, canned milk, canned 
fish, and fertilizer for a period not to exceed two years. 
Such a levy would have many advantages. It would have 
little effect on the prices of home-produced agricultural 
goods, whether for local consumption or for export. It, 
therefore, would not inflate the incomes of exporters and 
would be unlikely to reduce much the real: income of the 
poor. Moreover, such a levy would, by transferring from 


importers to the government much of the windfall profits, 


increase the government revenue, and reduce the inflationary 
pressure generated from the public sector. However, it 
would not raise much the local prices of imports which were 
chiefly determined by the limited supply on account of the 
import control. Furthermore, by reducing the excessive 
importers’ profit margins, import control would be easier and 
more efficient and might even be somewhat relaxed. 


The mission recommended further that if such a special 
emergency import levy could not be imposed because of legal 
limitations of the trade agreement with the United States, 
heavy excise taxes, particularly on luxury imports, might be 
one alternative. Another alternative recommended was a 
tax of 25 per cent on all foreign exchange remittances. 


The Philippine Government chose to levy the exchange 
tax, being 17 per cent of the value in pesos of foreign ex- 
change sold by the Central Bank and its agencies effective 
28 March 1951. As a result of rising world prices for the 
Philippine exports after the outbreak of the Korean war 
and continuous application of stringent exchange and 
trade controls, the balance of payments position of the Re- 
public showed substantial improvement from mid-1950 and 
the exchange tax adopted by the Philippine Congress was 


somewhat lower than had been recommended by the mission. 


FAR EASTERN 


ECONOMIC REVIEW 


The principal difference between the import levy and 
the exchange tax is that the latter also applies to certain 
non-trade remittances—profits, capital outflow, travel, and 
personal remittances. There are certain exceptions. The 
tax collected on the sale of foreign exchange for certain 
essential imports and services are either exempted or re- 
funded. 

The exchange tax thus imposed modified the exchange 
value of the peso and resulted in multiple exchange rates. 
The most important effect of the exchange tax was to 
siphon off the importers’ windfall profits to the government, 
eliminate the budget deficits, and weaken the inflationary 
pressure, thus helping to remove the balance of payments 
difficulties. After the imposition of the exchange tax, gov- 
ernment revenue increased considerably. The budget 
balance turned from a large deficit of P153 million in 
1949/50 (the year preceding the outbreak of the Korean 
war) to a large surplus of P117 million in 1951/52. The 
exchange tax revenue, estimated at P150 million, accounted 
for about one-fourth of total tax revenue in 1951/52. 

The direct effect of the imposition of the exchange tax 
on the balance of payments is difficult to determine quantita- 
tively. However, the exchange tax seems to have made the 
task of quantitative restriction much easier and more effec- 
tive. Since the imposition of the exchange tax, import con- 
trol was gradually relaxed, owing partly to the increase in 
export earnings during the Korean-war boom. But after the 
boom abated, the Philippines did not feel it necessary to 
tighten its import control. This fact might serve as a proof 
that the gradual disappearance of inflation, the imposition 
of the exchange tax, and the existence of limited import 
control contributed to the achievement of a _ workable 
balance of payments equilibrium. 

If the exchange tax had negligible effect on the increase 
of local prices of imports, it could not have any effect of pro- 
tection for domestic industries competing with imports. 
Whatever protection those industries enjoyed might be said 
to have been derived from quantitative import control. How- 
ever, the exemption of exchange tax on the importation of 
agricultural machinery and capital goods and raw materials 
for new industries encouraged the establishment and expan- 
sion of such industries. There have been very light quantita- 
tive restrictions on such imports. The conspicuous expan- 
sion in industrial capacity and output during recent years 
was, to a large extent, due to the import control and the 
selected exemption clause of the exchange tax. 

The exchange tax has become an integral part of the 
Philippine economy. Its contribution to government finance 
and the maintenance of a balance in international payments 
is so important that its removal or even reduction is difficult, 
if it is not adequately replaced by some other taxes, parti- 
cularly the import duty. It seems likely that the exchange 
tax will be maintained, pending the institution of more satis- 
factory measures through a revision of the Bell Trade Act. 
The most logical solution seems to be that of absorbing the 
exchange tax into the tariff system. An adequate tariff 
system will not only provide the government with sufficient 
revenue which is now derived from the exchange tax, and 
check the over-all import demand by an increase in the 
local cost of imported goods, but will also. offer selective 
protection to domestic industries not possible under the ex- 
change tax, although tariff would not affect non-trade trans- 
actions in the balance of payments. In case the Philippine 
Government will also, by a revision of the Bell Trade Act, 
obtain the autonomous power in changing the exchange value 
of the peso, it might also, in due course, consider the esta- 
blishment of an equilibrium rate of exchange in connection 
with the setting up of a new tariff system. 


— Extract from a Report of UN Economic Commission for Asia & Far East 
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NATIONAL MILITARY SERVICE IN CHINA 


The Draft Regulations providing for National Military 
Service in China which would, it is estimated, provide a 
gigantic Reserve of over 20 million, were discussed and 
amended at the fifth session of the Standing Committee 
of the National People’s Congress. Explanations were given 
by the Vice-Premier and Minister of Defence, General Peng 


Teh-huai, and by the Vice-Chairman of the National Defence 


Council, General Nieh Jung-chen. It was decided that the 
Draft Regulations be passed on for further discussion and 
amendment by the people’s councils at all levels and the 
opinion of the people sought. The draft will then be sub- 
mitted to the National People’s Congress for approval at 
its next session. 


The general strategic policy of the Communist Bloc 
undoubtedly governs this matter, which is not purely a 
Chinese national question, though it was referred to in 


defence reports to the first National Congress on fantastical- 


ly minor grounds, such as the ability of officers and their 


wives to lead a family life. 


One of the most knowledgeable and ablest of the 
observers on the Soviet scene, Isaac Deutscher, has con- 
tributed to the Manchester Guardian an arresting inter- 
pretation of the close relation between this decision in Peking 
and the general argument behind the scenes as between 
guns and butter in the Soviet Union. He says that when 
the top Soviet leaders began to formulate early in 1954 
the principles on which the sixth Five Year Plan is to be 
based, two distinct groups were found to exist in the Pre- 
sidium of the Central Committee. One group, headed by 
Malenkov and ‘Mikoyan, saw the main objective of the new 
Five Year Plan to be the achievement of a continuous and 
massive rise in Soviet standards of living. For this pur- 
pose light industry would get priority in the allocation of 
capital equipment, man power and raw materials, and the 
general tempo of its expansion would have to equal that 
of the development of heavy industry. 


This consumer programme was opposed by Marshal 
Bulganin and Kagenovich, with the powerful support of 
the Army and the State Planning Commission. The con- 
troversy spread through all Government departments, the 
planners, the General Staff and the Press. Deutscher says 
that no controversy as wide as this had occurred in Russia 
for at least a quarter-century. Krushchev vacillated be- 
tween the two groups for a long time, but finally came down 
on the side of the Army, and by the beginning of October 
the issue had been decided in favour of the guns. The 
scheme put forward by the Presidium then provided for a 
massive rise in armament expenditure as a counter-move to 


West Germany’s inclusion in NATO and the setting up of 


a joint command for all Soviet bloc armies. The Presidium 
also resolved to propose to Mao Tse-tung that universal 
military conscription be decreed in China. It was with this 
scheme, says Deutscher, that Bulganin, Krushchev, and other 


_ leaders went to Peking last autumn to obtain Peking’s con- 


sent. When Mao Tse-tung agreed, and when the French 
Assembly ratified the Paris agreements, Malenkov’s resigna- 
tion became a “foregone conclusion.” Deutscher points 
out as significant, that on the day after Malenkov’s resigna- 
tion, Peking decreed universal conscription. 


But it is reasonable to suppose that in spite of 
Deutscher’s interpretation, the conscription move in China 


is still part and parcel of those manoeuvres which are sup- 
posed to add “strength” to the ultimate task of negotiating 


an understanding between Western Europe and the Com- 
munist bloc. The vision of many millions of Chinese soldiers, 


which recalls the days when the “Yellow Peril” was fashion- 


able, is still a matter of nerve war rather than of practical 
reality. It is, however, of greater relevance in relation 
to the development of Japanese armaments than to German 
armaments. Various statements, it is true, have lately 
suggested that both Moscow and Peking have agreed to 
regard developments in the Far East and the Far West alike 
of the great Eurasian land mass as a single issue, in which 
case a similar policy regarding the rearmament of both 
Japan and Germany would be logical. But the strain has 
hardly begun to be exerted just yet. Even so, the revela- 
tion of the comprehensive nature of Soviet strategy is even 
of greater importance than the subservience of Peking im- 
plicit in so grandiose a sweep of mutual .arrangements. 


About the time the Draft Regulations were being sent 
to the Standing Committee of the People’s Congress in 
Peking, the Army propagandists thought it necessary to say 
a good word for the PLA. The theme of this was that 
the PLA units had registered marked achievement in sup- 
porting Government work and “in loving the people.” In 
the past year, besides positively strengthening national de- 
fence, countering harassing actions by the Nationalists, and 
protecting Socialist construction, and carrying out the laws 
of the State in an exemplary manner, the PLA fighters had 
positively adopted measures to propagandize among their | 
families and friends the general line of the Party and the 
policy of the State concerning the consolidated purchase 
and marketing of grains, edible oil, and cotton piece goods. 
The troops had encouraged their families to sell surplus 
grain, to take part in mutual aid teams, and bought State 
Bonds to the amount of 207,211 million yuan in 1954. PLA 
units had also positively helped the people to carry out 
production, medical work, relief and prevention of calami- 
ties. The troops had widened canals, help the people build 
conservancy works, widened river beds, irrigated local farm 
crops, and helped in the building of the Paochi-Chengtu 
railway. Fishing boats battered by tempests in the Port 
Arthur area had been rescued on numerous occasions. Many 
military units also helped the people reclaim barren land, 
sow seeds, carry out weeding, deliver manure, carry water 
and faggots, and build bridges and houses. To protect 
people and prevent the farm crops from loss, the military 


units in mountainous areas had killed many tigers, leopards, 


boars and “bisons” in 1954. They also took part in the 
anti-flood and relief activities and this aid is given in great 
detail. Army motor transport was lent to transport vast 
quantities of equipment and materials, dykeworkers; the air 
force sent planes to transport urgent relief supplies; and 
the soldiers voluntarily saved one tael of rice daily for the 
relief of the flood sufferers. Four million catties of grain 
thus saved was delivered for timely relief. Funds donated 
by the army for relief amounted to 7,439 million yuan. In 
every other way, too, the army were given a clean bill, 
notably in their conduct concerning the national minorities, 
whom they had helped in. every possible way. In Sinkiang 
the army units even sent out experts to penetrate deeply 
into the countryside to help the peasants. develop the mutual 


aid and co-operative movement. 
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FAQ EASTERN 


Economic Review 


ECONOMIC REPORTS FROM CHINA 


NEW CURRENCY 


On March 1, 1955, Peking put a new currency in cir- 
culation throughout China. A new one yuan note is equiva- 
lent to 10,000 yuan banknote of the old currency. Other 
major denominations are Y2, Y3, Y5, and Y10 notes. The 
smaller denominations are 1, 2 and 5 fen (100 fen in one 
yuan) and 1, 2 and 5 chiao (10 chiao to one yuan). Notes 
are printed in four languages: Han, Tibetan, Mongolian and 
Uighur. All the banknotes now in circulation will be ex- 
changed by the People’s Bank of China before the end of 
April, with the exception of denominations of 5,000 yuan and 
less. All prices have been adjusted according to the official 
rate of 10,000 yuan of the old currency to one new yuan. 
Foreigr exchanges remain unchanged in value. The pound 
sterling rate has been revised from 68,590 yuan (buying) to 
Y6.859 of the new currency. Similarly the Swiss Franc has 
been revised from 5,820 yuan to Y0.582; Indian or Burmese 
rupee from 5,160 yuan to Y0.516 and Hongkong dollar from 
4,270 yuan to Y0.427. Peking claimed that China’s gold re- 
serve last year was more than eleven times that of 1950 
and that the stability of the Chinese currency is not only 
guaranteed by this huge and ever-increasing gold reserve, 
but also by ample material resources. Taking 1950 as 100, 
the total amount of China’s international receipts and pay- 
ments increased to 221.5 last year. This was attributed to 
the rapid development of China’s foreign trade which con- 
stituted 83.9% of its international receipts and payments in 
1954 (70.8% in 1950). 


INDUSTRIAL OUTPUT 


January production of iron ore, pig iron, steel, rolled 
steel] and coke was above plan in the enterprises under the 
Ministry of Heavy Industry’s Iron and Steel Administrative 
Bureau. Iron ore was one per cent above target, pig iron 
0.9 per cent, steel 2.1 per cent, rolled steel 2.9 per cent and 
coke one per cent. In addition Anshan overfulfilled its 
January targets for 16 major products. These include steel 
ingots, pig iron, seamless tube and sheet steel. Shanghai’s 
industrial output in 1954 almost trebled that of 1950. 
During the past four years, rolled steel output went up 61 


times, machine tools eight times and automobile rubber tyres © 


20 times. Production of cotton piece-goods more _ than 
doubled. Shanghai also held its leading position in the coun- 
try’s textile and other light industries. Last year 35 million 
million yuan worth (about 500 million pounds sterling) of 
consumer goods were shipped from Shanghai to other parts 
of the country. By the end of last year, 245 private fac- 
tories had become joint state and private enterprises. The 
output of these undertakings last year reached 19 per cent 
of Shanghai’s total industrial output. 

Northeast China’s machine-building centre, Shenyang, 
will continue to construct and remodel 29 engineering and 
metallurgical plants this year. In addition to the two key 
projects—the No. 1 Machine Tool Plant and the Electric 
Wire Factory which will go into production this year, fac- 
tories making heavy machinery, mining machinery, trans- 
formers, high-voltage and low-voltage switch gears and 
mechanical] ventilators will be expanded. The Shenyang 
Heavy Machinery Plant will start to produce hydraulic 
presses of from one to two thousand tons, sintering machines 
and cane presses. The Shenyang Ventilator Factory will 


produce fans for coal mines. Anshan Iron and Steel Com- 


pany recently turned out its first batch of rollers made of 
nodular cast iron. These rollers, used on steel rolling equip- 


ment, are more resilient and last longer than those made of 
cast iron. China had never produced nodular cast iron 
rollers before. Petroleum drilling equipment produced by 
China’s own machine-building industry this year will be 40 
times as much as in 1952. Many of the new equipment 
made in China will go into mass production this year. 

Peking allocated 40 per cent more funds for industrial 
construction in Shansi Province this year than last. _Twenty- 
three heavy industry projects will be constructed or expand- 
ed this year, including iron and steel mills, machine build- 
ing and power plants and chemical works. Work will be 
continued on two key projects—the Taiyuan Heavy 
Machinery Plant and the Taiyuan Power and Heat Plant. 
The existing Taiyuan Iron and Steel Plant will be expanded. 
In Tatung, work on a locomotive and railway coach plant 
will be started this year. 


COAL INDUSTRY 


Funds allocated for the development of the coal indus- 
try this year are 50 per cent greater than those for 1954. 
Among new projects for this year are modern shaft mines 
in the coal-mining centres of Tsiaotso in Central China, 
Mentowkow near Peking and Kisi in the Northeast. A new 
modern shaft mine, the Shwangyashan Mine in Heilungkiang, 
recently went into operation. All the chief processes in this 
mine are mechanised. The mine, which took two years to 
build, is one of the hundred coal mining projects launched 
before 1955. 


COOPERATIVES AND AGRICULTURAL PRODUCTION 


The number of agricultural producer cooperatives in 
the rural areas has now reached 580,000 which is double that 
for the last autumn. The increase was mainly in the most 
important grain, cotton and other industrial crop areas. Most 
cooperatives grew out of mutual-aid teams, which in the 
past few years had paved the way to collective farming. 
China now has some 100,000 credit cooperative societies in 
operation in the countryside, embracing about 60 million 
people. In many provinces, almost every Hsiang (adminis- 
trative unit of several villages) has a_ credit cooperative. 
Compared with 19538, the number of societies increased 11 
times and the number of members ten times. Apart from 
the credit cooperative societies, there are 38,000 smaller 
credit mutual-aid groups and 2,200 credit. service units at- 
tached to the supply and marketing cooperatives which 
operate on a similar basis. 


An increase of 800,000 tons of grain this year over last 
has been planned in Heilungkiang Province. This biggest 
grain-producing area in Northeast China has 6.4. million 
hectares of farmland, more than twice the size of Belgium, 


and vast stretches of uncultivated fertile soil. Shantung- 


Province has allocated an extra 118,000 hectares for cotton 
sowing this year. This brings the cotton acreage in this 
province, the second most important cotton-growing part of 


China, up to 740,000 hectares. In Kwangsi a hundred thou- . 


sand hectares of single-crop rice fields are being converted 
into double-crop fields. The arable land in Kwangsi will be 
enlarged this year by another 80,000 hectares. This year’s 
grain target in Kwangtung is set at 12.2 million tons, or 10 
per cent more than last year’s harvest. Targets for other 


_ products include 215,170 tons of sugar, or 28 per cent over 


1954; 53 per cent more edible oil, 35 per cent more coal 
and eight times as many new-type farm tools as last year. 
Cotton output of Hopei Province will reach more than 
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300,000 tons this year. This éstimate is 14 per cent above 
last year’s actual output. Over 1,180,000 hectares of cot- 
ton fields are now being prepared for spring sowing. Shan- 
tung will grow 13 million tons of grain this year, half 
million more than in 1954. 


RAILWAYS 


The Chinese Ministry of Railways disclosed recently that 
240 kilometres of main railway lines will be double-tracked 
during the current year. These are part of the 1,000 kilo- 
metres of new railway track to be laid in 1955. The double- 
tracking plan includes a 100-kilometre length on the Peking- 
Paotow Line. Busy sections of the Peking-Hankow Railway 
will also be converted to double lines. Eleven major rail- 
way stations including those in Shanghai, Harbin, Chinchow, 
Shihkiachwang and Taiyuan will be modernised or expand- 
ed. On the Lanchow-Sinkiang Railway 187 kilometres of 
tracks will be laid this year to reach Changyeh, 534 kilo- 
metres northwest of Lanchow. Construction of the railway 
began from Lanchow in 1953. When this year’s tracklaying 
is completed, the Lanchow-Sinkiang Railway will be within 


800 kilometres of China’s leading petroleum-producing centre 


—the Yumen Oil-field. The more than 800-kilometre Lan- 
chow-Yumen section is the first section of the projected 


~ Lanchow-Urumchi-Alma Ata Railway announced in a joint 


Sino-Soviet communique last October. Construction of the 
1,100-kilometre Paotow-Lanchow Railway which will link up 
Northwest China with the Inner Mongolian Autonomous Re- 
gion has started. Work is now proceeding on a projected 
480-kilometre section extending northeasternwards from 
Lanchow. Tracklaying for this year’s section of the Paoki- 
Chengtu Railway began recently. One hundred _ seventy 
kilometres will be laid this year from Kwangyuan to Lioyang 
in Shensi Province. Construction of the railway started in 
July, 1952, immediately after completion of the Chungking- 
Chengtu Railway. When completed in 1957, the 680-kilo- 
metre line will link Southwest China with other parts of 
the country by meeting the 1,765-kilometre cross-country 
Lunghai Railway at Paoki. By the end of last year, 315 
kilometres of track had already been laid. Along the China- 
Vietnam border traffic between the Vietnamese Hanoi-Mu- 
nankwan Railway and Pingsiang, a station on the Chinese 
Hunan-Kwangsi Railway, was recently opened. 
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HONGKONG AND SHANGHAI BANK 


HONGKONG (TRUSTEE) LIMITED 


The Trust Corporation of 
THE 


HONGKONG AND SHANGHAI BANKING CORPORATION 


HONG KONG © 


WHEELOCK MARDEN COM 


AVIATION 
MOTOR VEHICLES 


The Wheelock Marden Group have offices in New York, Tokyo, Yokohama, 
Kobe, Osaka, Shanghai, Singapore, London and principal cities in the U.K. 


PANY, LIMITED 


701/7 Edinburgh House, P.O. Box 85, Hong Kong 
Cable address: WHEELOCK HONG KONG 
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FAR EASTERN 


Economic REVIEW 


PROSPECTS OF CARPET INDUSTRY IN TAIWAN 


By a Chinese Merchant 


The carpet industry which, according to. some historians, 
was first introduced into China in the 11th century, reached 
its peak of production during the decade after the close of 
the First World War, viz., 1919 to 1929. Up to 1923, old 
methods of production prevailed. The wool, native to Kansu 
and other provinces. of Northwest China, was washed, dyed 
with vegetable dyes and spun by hand. The handicraft art 


of hand-knotting the wool tufts onto stretched warps made 


usually of twisted cotton cords (sometimes of wool or ramie) 
in such a way as to form beautifully designed, firm and 


durable rugs remained practically | without change for nine 
centuries. 


After. the 1st World War, exports of carpets from: 


China to the U.S.A. increased. Attracted by the possibi- 
lities of an expanded market, several American firms, led 


by Elbrook, Inc. of New York, started manufacturing opera- 


tions in Tientsin and introduced modern machinery for 
spinning the yarn and dyeing it with fast Chrome dyes. 
The hand-knotting method of weaving the rug was retained 
and certain improvements in the warp and finish were 
made. Thus, for the first time, a better and more beauti- 
ful Chinese rug was made under modern _ production 
methods. Elbrook, Inc. coined the name “Super-Carpet” for 
its rug which measured over 3” thick and weighed over one 
pound per square foot. The years after 1923 saw a pheno- 
menal increase of exports to the U.S.A., reaching in 1926 
to about 5 million square feet, valued at approximately 
eight million US$. This pioneering venture of Elbrook, Inc., 
in 1923 was followed in the next 5 years by the Nickols 
Carpet Co., the A.M., Karageusian Co. (the well known 
Worcester, Mass. firm of domestic carpet manufacturers) 
and by the Jenli Co. all of them established modern wool 
spinning and dyeing factories in Tientsin, North China. 
These modern factories were in continuous operation until 
the Japanese invasion of North China in 1937. After 1945, 
a supplementary line of hand-hooked rugs was manufac- 
tured in Tientsin and exported to the U.S.A. which brought 
in some US$300,000 in foreign exchange monthly until North 
China was overrun by Communists in 1948. 


Since the promulgation of the U.S. Alien Assets Con- 


trol laws on Dec. 17, 1950, no rugs made in Communist China 
could be imported directly or indirectly into America. 


Nevertheless, shops in Hongkong and Kowloon continued 


to sell Tientsin carpets to passing tourists and without 
doubt many of these purchases eventually found their way 
into the U.S. as household furnishing of returning Ameri- 
cans. Elbrook closed its factories in 1937 but rugs similar 
to the “Super-carpet” are still being produced in Com- 
munist North China and sold in Hongkong today at about 
US$3.00 per square foot. Cheaper qualities, known in the 
trade as “Peking Spots” are available at US$2.00 per sq. 
foot ex. shop Kowloon or Hongkong. 


It is believed that the leading rug importers in the 
U.S.A. and Canada are ready to buy Chinese rugs if made 
in Free China and at competitive prices. Plentiful but 
sometimes imperfect imitations of Chinese rugs are being 
made in India and Japan and their prices are generally not 
higher than the Communist Chinese rugs on sale in Hong- 


kong. It is certain, also, that many American visitors would 


prefer to buy Chinese carpets in Taiwan rather than in 
‘Hongkong provided prices are competitive. 


The direct reason why no one has so far started making 
iTugs in Taiwan is the high cost of woollen yarn (a Chinese 


rug is 8/10th woollen yarn). The high price of woollen 


yarn is due in turn to the 100% levy charged on raw wool 


by the Taiwan Supply Bureau, which has a monopoly on 
the import of that fiber. Thus, when low quality, coarse 
wool suitable for rugs is presently available in the world 
markets at about US$1.00 per lb. the wool yarn spinner 
in Taiwan must buy it from the Supply Bureau at US$2.00 
per lb. plus import duty. Since a square foot of Super- 
carpet requires for its manufacture about 13 lbs of raw 


wool (including waste clipped off to make a smooth sur- _ 


face), it is seen that in Taiwan, the landed cost of raw 
material will be already over US$3.00 which is higher than 
the retail price of the finished rugs in Hongkong. It leaves 
nothing to cover the costs of spinning the wool, dyeing the 
yarn, weaving the rug and of the manufacturers’ overhead. 
Yet, if our Government would exempt levies on raw carpet 
wool (this is a distinct grade of wool which would be too 
coarse for use in making woollen apparel fabrics) just as 
the United States Government have exempted import duties 
on carpet wool under their tariff acts of 1909 and 1931, 
it would be feasible, costwise, to manufacture Chinese rugs 
in Taipei. Raw wool suitable for the manufacture of car- 
pets can be imported from the Argentine, near East or 
South Africa. Eventually, Formosa can produce its own 
carpet wool which comes from tough breeds of Chinese 
sheep. 

Skilled rug weavers can be trained in about a year and 
the number that can be so trained is limited only by the 
availability of teachers or trainers. One skilled weaver can 
make only one square foot in a day; so it takes a squad 
of 4 weavers a whole month to make a 9 ft x 12 ft carpet. 

As far as the North American market is concerned, 
it is not a limiting factor of the quality of rugs which we 
may expect to export from Free China. It can take more 
than we can make. We should be able to sell half.a million 
square feet annually in Super-carpet quality, valued at about 
1.5 million U.S. dollars. Exports to other countries plus 
sales to local tourists should take up another 100,000 sq. ft., 
worth US$300,000. Besides Super-carpets, there is no doubt 
that the lower priced hooked rugs can be manufactured 
in the workers’ homes in Taiwan and from one to several 
million square ft. exported annually. It will give employ- 
ment to thousands of people and at least match the earning 
power of the Super-carpets. However, this possibility is 
absolutely conditioned on the Government’s willingness to 
assure the prospective manufacturers that wool or other 
fibers or yarn imported for the purpose of making rugs for 
export will be exempt not only of the 100% special levy 
but of import duty and yarn commodity tax. It is obvious 
that the Government will gain much foreign exchange with- 
out sacrificing a single Taiwan dollar because up to now, 
no imports have been:made of any ‘such material for rugs, 
hence no revenue is being collected or will be collected 
as long as no recognition is given of the need for special 
treatment of imported rug materials. 

Realizing the importance of fostering the rug industry, 
China Product Trading Corporation, a subsidiary of Bank 
of China and Bank of Communications, has been carrying 
on successful experiments in rug weaving by temporarily 


using the locally raised ramie fiber in place of wool for. 


the pile and cotton yarn (spun by the Yungshing Cotton 
Mill) for rug foundation. It is hoped that before long, this 


Corporation will be able to export ramie carpets to earn © 


some foreign exchange for Free China. 
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CURRENT STRUCTURE 
FINANCIAL INSTITUTIONS | 


OUTLINE 


It may be convenient to classify the financial institutions 


of Japan as follows: 


The Bank of Japan 
Ordinary banks 
Long-term credit banks 
Insurance companies 


Life insurance companies 
Damage insurance companies 3 
Financial institutions for small enterprises 
The Central Bank for Commercial and Industrial 
Cooperatives 
Credit associations 
Mutual loans and savings banks 


Financial institutions for agriculture and forestry 
Agricultural credit cooperatives 
Federations of agricultural credit cooperatives 
Central Cooperative Bank of Agriculture and 
Forestry 
Government financial institutions 
Japan Development Bank 
Export-Import Bank of Japan 
People’s Finance Corporation 
Housing Loan Corporation 
Agriculture, Forestry and Fishery Finance Corpora- 
tion 
Small Business Finance Corporation 
Trust Fund Bureau Special Account 
Industrial Investment Special Account 
Foreign Exchange Fund Special Account 


The following table of deposits and loans and discounts 
of the above financial institutions as of October 1953 will 
give a rough idea on the scale of each. Ordinary banks far 
exceed others. They are followed by the Trust Fund 


Bureau. 
(In Millions of Yen) | 
Loans & 
Deposits Discounts 
2,569,609 2,429,278 
Long-term credit banks .................- 196,719 200,629 
(including debentures issued) 
Insurance companies _...................... 149,311 45,305 
Financial institutions for small 
Agricultural credit cooperatives 252,020 102,854 
Trust Fund Bureau 398,158 
Japan Development Bank  .............-.. —- 316,567 


2. THE BANK OF JAPAN 
(1) ORGANIZATION: The Bank of Japan is the 


central bank, established in 1882. It is the sole note issue 


bank. Its business is being carried out at its head office 
in Tokyo, 30 branches, 17 local offices and many agencies 
throughout the country. The Bank of Japan is a special 
juridical person, capitalized at ¥100 million, based on_the 
Bank of Japan Law enacted in 1942. Its object is not 


profit-seeking but to serve the public interest. Of the total. 


capital, Y55 million have been subscribed by the Govern- 
ment and the remaining Y45 million by subscribers other 


than the Government. Dividends are paid to subscribers 
out of the surplus, but the rate of dividend may not exceed 
5% per annum. The subscribers are not permitted to hold 
general meetings. The rights of subscribers are extremely 
restricted. 


(i) Policy Board: The Policy Board is the highest 
policy making organ of the Bank of Japan. It was establish- 
ed in 1949 when the Bank of Japan Law underwent a re- 
vision. The board not only decides on the basic business 
policies of the Bank of Japan but also executes certain 
monetary functions. For instance, the board fixes or 
changes by law the maximum rates of interest on loans 
and deposits of banks and other financial institutions. The 
board is composed of seven members; namely, the Governor 
of the Bank of Japan, two persons each representing respec- 
tively the Ministry of Finance and the Economic Counsel 


Board, two persons of wide financial experience and know- 


ledge (one representing country banks and the other large 
city banks), a person of wide experience and knowledge of 
commerce and industry, and a person of wide experience 
and knowledge of agriculture. Members of the Policy Board, 
excepting the Governor of the Bank of Japan and represen- 


tatives of the Ministry of Finance and Economic Counsel 


Board, are called appointive members. Of the seven, voting 
right is given only to the Governor and the four appointive 
members. The appointive members are appointed by the 
Cabinet with the consent of both Houses of the Diet. Their 
term of office is four years. They are eligible for reappoint- 
ment. The board is designed to decide on Japan’s banking 
administration on a democratic basis through close co- 
operation among the responsible representative of the Bank 
of Japan executive organ, representatives of Government 
organs directly connected with financial policy and those 
from private banking and industrial circles. 


(ii) Officers: Under the Policy Board are officers in 
charge of executing the business of the Bank of Japan. They 
are composed of the Governor, a Vice Governor, three or 
more Directors, two or more Auditors and a number of 
Advisers. The Governor, representing the Bank of Japan, 
executes its entire business in accordance with the policies 
decided by the Policy Board. The Vice Governor and Direc- 
tors assist the Governor and execute the business of the 
Bank of Japan in accordance with the provisions of the 
By-Laws. The Governor and Vice Governor are appointed 
by the Cabinet; the Directors by the Minister of - Finance 
from among persons recommended by the Governor. The 
Governor, Vice Governor and Directors constitute an official 
body to examine important matters, presided over by the 
Governor. The term of office is five years for the Governor 
and Vice Governor, four years for the Directors, three years 
for the Auditors and two years for the Advisers. 


(2) BUSINESS: The Bank of Japan is authorized to 
issue bank notes. Due to this privilege, it plays the role of 
a “bank for banks” or a bank for the Government. Through 
its operations, the Bank of Japan regulates the currency and 
controls credits in line with the Government’s policy. Almost 
no transactions are made with business companies and in- 
dividuals outside of financial institutions. 
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(i) Bank note issue system: While conversion in gold 
has been suspended since 1931, the Bank of Japan notes have 
an unlimited circulation domestically. The bulk of cash 
currency in circulation at present consists of Bank of 
Japan notes and the rest in subsidiary coins and Government 
notes. The issue system of the Bank of Japan notes had 
been based upon the “elastic fiduciary issue system” since 
1885, when the issuance of bank notes started. In 1941, 
it was replaced provisionally by the “maximum issue system.” 
Following the enactment of the Bank of Japan Law in 1942, 
the “maximum issue system” was formally instituted. The 
maximum issue limit is fixed presently by the Minister of 
Finance upon approval of the Cabinet. 


(ii) Transactions with financial institutions: Trans- 
actions of the Bank of Japan with financial institutions are 
made principally in the form of deposits, loans and dis- 
counts, and buying and selling of government bonds. De- 
posits are received from ordinary banks, long-term credit 
banks, foreign banks, mutual loans and savings banks, Cen- 
tral Cooperative Bank of Agriculture and Forestry, Central 
Bank for Commercial and Industrial Cooperatives, Export- 
Import Bank of Japan, Japan Development Bank, People’s 
Finance Corporation and others. Deposits are limited to 
current deposits bearing no interest. Presently, many banks 
have borrowings from the Bank of Japan to cover their fund 
shortages, and if there are any surplus funds, they are 
applied to the repayment of their borrowings. Under the 
situation, their deposit balance with the Bank of Japan is 
extremely small. There is no legal provision at present 
that requires banks to keep their reserves in the Bank of 
Japan in the form of deposits. 


The number of financial institutions to which Bank of 
Japan loans are extended is smaller than that making de- 
posits with the bank. Mutual loans and savings banks, 
Export-Import Bank of Japan, Japan Development Bank and 
People’s Finance Corporation have no loan relations with 
the Bank of Japan. 


ment bonds, corporate debentures or bills). As bill dis- 
counting by the Bank of Japan is limited to rediscounting 
of bills presented by banks, and not on the open market, 
it is practically tantamount to making advances to banks. 


The Bank of Japan is authorized to buy or sell govern- 
ment bonds and other bonds or debentures. However, as 
the bank hardly holds any bonds or debentures other than 
government bonds, transactions in the former are made 
only in exceptional cases. Also the buying and selling of 
government bonds are seldom made. Government bond 
operations are carried out on a large scale only in case of 
necessity for controlling credits—directly and individually 
with various financial institutions, and not on the open 
market. 


(iii) Transactions with the Government: Transac- 
tions with the Government are also made mainly on three 
points: deposits, loans and subscriptions to as well as transac- 
tions in government bonds. So far, loans to the Government 
are not significant, and the loan balance is rather small. 
Deposits of the Government are made with the Bank of 
Japan in principle. They are mainly in current deposits and 
designated deposits. Current deposits bear no interest. 
When Treasury receipts are large, this balance reaches a 
considerable amount. If there is no immediate need of its 
use, the Government sometimes instructs the Bank of Japan 
to deposit certain amounts in financial institutions. Such 
deposits are called designated deposits, bearing interest. In 
form, designated deposits are made with financial institu- 
tions by the Bank of Japan under Government prescribed 
conditions (a corresponding Gov’t designated deposit account 


Loans consist of discounting of bills — 
and credit advances (made against collaterals of govern- 
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is kept by the Bank of Japan), but actually they are deposits 
of the Government with financial institutions. In case 
the Treasury balance shows a deficit, the Government issues 
bonds to obtain the necessary funds, with the Bank of Japan 
subscribing to them. Presently, no long-term Gov’t bonds 
are subscribed by the bank, but nearly all short-term Gov’t 
bonds are issued under this plan. Subscriptions to Gov’t 
bonds by ordinary financial institutions are not practiced. 
Buying and selling of Gov’t bonds already issued are being 
actively carried out between the Bank of Japan and the 
Government, chiefly through the Trust Fund Bureau. 


(iv) Credit control: In view of the fact that the 
Bank of Japan extends large amounts of loans to big banks, 
which constitute the nucleus of non-Governmental finan- 
cial institutions, credit control is made principally by ad- 
justing loans to these banks. This is effected by raising or 
lowering the money rates and also by directly guiding the 
business policies of banks. 


The Bank of Japan money rates are classified into many 
categories and are complicated, but they are fixed on the 
basis of two principles, namely, classification by kinds of 
loans and collaterals and classification by borrowers. A 
specially low rate is applied on certain bills when presented 
for rediscounting or as collateral for loans. Such bills, 


known as preferential bills, are drawn in connection with 


nationally important transactions, for example, the purchase 
of export goods by exporters or cocoons by silk-reelers. 
This treatment is granted with a view to supplying funds 
preferentially to dealings considered essential, and to effect 
their smooth financing. 


The Bank of Japan money rates differ depending upon 
the borrowers. Because the Bank’s loan rates are presently 
fixed at a considerably lower level than commercial bank 
rates, the latter are in a position to profit from the difference 
in the money rates by loaning funds borrowed from the 
Bank of Japan. To prevent excessive borrowings, the Bank 
of Japan prescribes a borrowing limit for each bank, and 
applies higher rates on loans exceeding this limit. In other 
words, if a bank’s borrowings from the Bank of Japan exceed 
its own deposits, the Bank of Japan loan rates to the bank 
will be raised automatically. 


3. ORDINARY BANKS 


(1) DEFINITION: Ordinary banks are those es- 
tablished under the Bank Law of 1927. Their business 
corresponds practically to that of commercial banks and 
savings banks of Europe and America. 


(2) CLASSIFICATION: Ordinary banks number 84. 
They are classified ordinarily into 11 big banks, two former 
special banks, six trust banks and 65 local banks. The 11 
big banks are: Fuji, Mitsubishi, Sanwa, Sumitomo, Tokai, 
Kyowa, Dai-ichi, Teikoku, Daiwa, Kobe and Tokyo. Depo- 
sits and loans of these big banks are far greater than the 
others with a combined total representing 54% in deposits, 
57% in loans and 51% in securities holdings of all ordinary 
banks as of October 1953. The big banks have their head 
offices in big cities and many branches throughout the 
country. 


The two former special banks are the Hypothec Bank 
of Japan and the Hokkaido Colonial Bank, which were 
formerly long-term financial organs. They are now ordinary 
banks. They continued to issue debentures till quite recent- 
ly, and still retain balances of debentures issued. Their 
long-term loans are also relatively larger. Therefore, they 
are sometimes grouped under “debenture issuing banks” to- 
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gether with the two long-term credit banks to be explained 
later. In that case, the term “all banks” or simply “banks” 
is used to designate ordinary banks plus trust banks. 


The six trust banks are: Mitsubishi, Sumitomo, Mitsui, 
Yasuda, Nippon and Dai-ichi. These trust banks are being 
transformed into ordinary banks. They are characterized 
by the fact that emphasis is still laid on their trust busi- 
ness. | 


The remaining 65 banks have their head offices mostly 
in local towns, and the branches are concentrated in their 
respective areas. These local banks are generally small in 
scale as compared with the above-mentioned banks, and are 
closely allied with local enterprises. | 


(3) ORGANIZATICN AND ACCOUNTING: 


(i) Establishment and capital: A Government license 
is required to conduct banking business. Only joint-stock 
companies with a- capital of Y1 million or more are qualified 
to engage in banking business. (The capital shall be Y2 
million or more for banks having head offices or branches in 
Tokyo Metropolis or in Osaka City). Banks shall obtain the 
approval of the Government in order to alter the total num- 
ber of stocks they issue or the amount of capital. The legal 
minimum capital, which was decided in prewar days, is re- 
garded as too small and inconsistent with the prevailing, 
inflation-afflicted situation, but actually the capital of each 
bank has been raised considerably through a series of capital 
increases made after the war’s end. Of the total 84 or- 
dinary banks as of October 1953, 13 had a capital of Y1,000 
million or more, 58 had from Y100 million up to less than 
Y1,000 million, 11 had from Y30 million up to less than Y100 
million and 2 had less than Y30 million. 


(ji) Officers: Bank officers are elected at the general 
meeting of shareholders. They. constitute the top bank 
management-policy forming organ as well as the chief execu- 
tive body. In order for them to occupy a similar post in 
some other company concurrently, they must obtain Govern- 
ment approval in accordance with tlhe Bank Law. They are 
also banned by the Anti-Monopoly Law from becoming offi- 
cers concurrently of other financial institutions. 


(iii) Offices: Approval by the Government is neces- 
sary for a bank to open a branch office or alter the location 
of its head office or branches. All banks numbered 84, while 
their branch offices totaled 5,469, indicating that the number 
of such offices per bank averaged 65. In particular, offices 
of the 11 big banks were many with the number averaging 
about 144 per bank. 


(iv) Reserves and dividends: Banks are required to 
set aside as legal reserves, 10% of their profits, in accordance 
with the Bank Law, during each business term (twice a year: 


from April to September and from October to March of the 


fellowing year) when dividends are declared. In other 
words, dividends are paid to shareholders from profits after 
deducting legal reserves. Presently, banks are making con- 
siderable profits (the rate of net profits against capital was 
65% per annum at the October 1953 settlement), but a 
criterion has been fixed by the Government on bank divi- 
dends (12% per annum for big banks at the above-mentioned 
settlement terms) with the view to maintaining sound 
management of banks. Banks are advised not to exceed the 
dividend limit. 


Banks are permitted by the Corporation Tax Law to 


transfer a part of their profits to the Bad Loans Reserve 
Account as a loss. 


(4) BUSINESS: Banks carry out general banking 
business as provided for in the Bank Law. In addition, some 
banks handle certain special business. They are: 
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(i) Savings bank business: In prewar days, savings 
banks were authorized to handle special kinds of deposits 
suitable for collecting savings of small amounts from the 
public. Ordinary banks were authorized in 1943 to handle 
these deposits subject to approval by the Ministry of Finance. 
Seventy-seven banks were engaged concurrently in the sav- 
ings bank business as of October 1953. 


(ii) Trust business: Trust business was the exclusive 
function of trust companies before the war. From 1943 on, 
it was made possible for ordinary banks to engage concur- 
rently in trust business, subject to approval by the Ministry 
of Finance. Those concurrently carrying on trust business 
numbered 17 as of October 1953. Property in trust includes 
money, security, monetary claims, movables and immovables, 
but money constitutes the major portion. Most of the money 
in trust are actually siniilar to time deposits. Recently, 
the securities investment trust was added to the trust busi- 
ness, as will be explained later. 

(iii) Foreign exchange business: Foreign exchange 
banks under the Foreign Exchange and Foreign Trade Con- 
trol Law of this country are those authorized by the Minister 
of Finance to engage in foreign exchange business in this 
country. Foreign exchange business includes buying and 
selling of foreign currency or foreign exchange, issuance 
of letters of credit destined abroad, domestic-overseas pay- 
ments or acceptance of collections entrusted, conclusion of 
correspondent contracts with foreign banks as well as busi- 
nesses relating to the above. | 


Class A foreign exchange banks alone are authorized 
to conclude correspondent contracts. They number 24 in 
total, i.e., 12 Japanese banks—11 ordinary banks (Tokyo, 
Sumitomo, Mitsubishi, Teikoku, Dai-ichi, Daiwa, Fuji, Sanwa, 
Tokai, Kobe and Hypothee Bank) plus one long-term credit 
bank (Industrial Bank)—and 12 foreign banks—branch 
offices in Japan of National City, America, Chase National, 
Chartered, Hongkong and Shanghai, Mercantile, Neder- 
landsche MHandel-Maatschappij, Nationale Handelsbank, 
Banque de l’Indochine, China, India, Korea. . 


Class B foreign exchange banks which are not au- 
thorized to conclude correspondent contracts numbered 21, 
all Japanese. The now defunct Yokohama Specie Bank 
specialized in foreign exchange business in prewar days. 


(5) BANKERS ASSOCIATIONS: In the principal 
cities throughout -the country, bankers associations have 
been organized, including head offices and branches in the 
respective areas. They total 73. Their object is to contri- 
bute to the improvement and development of banking busi- 
ness and for that purpose they keep in close contact with 
each other, carry on research and investigation as well as 
make recommendations to the Government and other au- 
thorities concerned. They also engage in clearing bills and 
cheques of member banks through clearing houses. These 
local bankers associations constitute the National Federation 
of Bankers Associations designed to maintain liaison among 
the regional associations. Apart from them, local banks 
have organized the Local Bankers Association of Japan be- 
cause of differences from big banks as regards resources, 
operation of funds, ete. 

While banks are thus organized into various associa- 
tions, they are banned under the Trade Association Law of 
1948 from engaging in profit-making or cartel activities 
through. such systems. 


4. LONG-TERM CREDIT BANKS 


Presently, Japan has two banks under this category, 
namely, the Industrial Bank of Japan and the Long-Term 
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Credit Bank of Japan, established under the Long-Term 
Credit Bank Law of 1952. A bank of this kind shall be a 
joint-stock company with capital of Y500 million or more, 
and its establishment is subject to license by the Minister 
of Finance. While it is provided that the State may make 
investments in the bank, that step is provisional. The in- 
vestment in question is made in the form of subscriptions 
to preferred stocks lacking the right to vote. Thus, pro- 
vision is made to prevent the Government from interfering 
with the personnel and business affairs of the bank. 


The outstanding difference in character of long-term 


_eredit banks from ordinary banks is that the former can 


~ 


resources, they engage principally in 


accept deposits only from the Government, local public 
bodies and clients. Accordingly, the principal source of 
their funds other than their own capital is the proceeds 
obtained from debenture issues. A long-term credit bank 
may issue debentures up to 20 times the total of its capital 
and reserves (30 times for the first five years after esta- 
blishment). Because of the long-term nature of their fund 


supplying plant and 
equipment funds or long-term working funds. 


5. INSURANCE COMPANIES 


Insurance companies are regulated by the Insurance 
Business Law. According to the Law, insurance business 
may be carried on only by joint-stock companies or mutual 
companies with capital or foundation fund of Y30 million or 
more, and licensed by the competent cabinet minister. At 
present, life insurance companies number 20, and damage 
insurance companies 20. Life insurance companies occupied 
an important position in prewar financial community, next 
to banks and the Deposit Bureau of the Ministry of Finance. 
Affected by the inflation, however, their business was de- 
pressed considerably after the war. 
companies as of October 1953 totaled Y89,055 million, in- 
cluding Y37,554 million in loans and Y32,080 million in 
securities. Of the total securities holdings, stocks represent- 
ed Y27,675 million, which clearly indicate that a considerable 
portion of life insurance funds goes into stock investments. 


Damage insurance companies were far behind life in- 
surance companies as regards fund resources in prewar days, 
but postwar inflation narrowed the gap _ because losses 
sustained by damage insurance companies were relatively 
small. Total assets of damage insurance companies as of 
October 1953 amounted to Y62,973 million, of which de- 
posits with other financial institutions were Y15,674 million, 
securities Y20,3858 million and loans of only Y7,751 million. 


Both life and damage insurance companies have no 


business transactions concerning deposits arid loans with the 


Bank of Japan, excepting in special cases such as buying 
or Selling of government bonds. In other words, their rela- 
tionship with the Bank of Japan is indirect—through ordin- 
ary banks. 


6. FINANCIAL INSTITUTIONS FOR 
SMALL ENTERPRISES 


(1) CENTRAL BANK FOR COMMERCIAL AND 
INDUSTRIAL COOPERATIVES: This bank was established 
by law in 1936 (Central Bank Law for Commercial and In- 
dustrial Cooperatives). Its capital was Y1,726 million, in- 
cluding Y426 million in preferred investments by the Govern- 
ment. Its main business is to receive deposits from small 
business cooperatives and their members as well as from 


Assets of life insurance 
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public bodies and other non-profit jnsidiod persons, and to 
employ the funds for long-term loans without security or 
discounting bills for associate cooperatives and their mem- 
bers. The bank may issue debentures up to 20 times the 


total of its paid-up capital and reserves prenene to the 
subscribers’ accounts. 


(2) CREDIT ASSOCIATIONS (CREDIT COOPERA- 
TIVE ASSOCIATIONS): Following legislation in 1949 of 
the Small Business Cooperative Law replacing the Urban 
Credit Association Law, urban credit associations were 
grouped under the category of small business cooperatives. 
Although credit cooperative associations started out as non- 
profit making financing institutions, those which formerly 
were urban credit associations assumed functions of a people’s 
bank by accepting deposits even from those other than re- 
gular members within their fixed areas. 


Such functions, under the above-mentioned law, were 
deemed improper from the viewpoint of protection depositors; 
therefore, the Credit Association Law was enacted in May 
1951 to establish a new system of credit associations. While 
these credit associations are likewise non-profit organiza- 
tions, the minimum subscription total is fixed by law to en- 
sure their own capital, and members are limited to small 
enterprises and wage-earners in a specified small area. Free 
participation in or free withdrawal from credit associations 
is permitted, but in the case of withdrawal, the retiring 
member is required to transfer his shares to other members. 
The business of the association includes acceptance of de- 
posits from members as well as from the general public, 
making loans to members, discounting of bills and trans- 
actions in domestic exchange for members. In short, the 
object of the association is to effect smooth financing among 
small enterprises and the general public. 


Enactment of the Credit Association Law has resulted 
in the reorganization of more than 85% of credit coopera- 
tive associations (which numbered 653 as of June 1951) into 
credit associations. Those remaining as credit cooperative 
associations, due to the difficulty of obtaining the required 
minimum subscriptions and for other reasons, are restricted 
to transactions with only members in principle, by revision 
of the law governing them which took effect simultaneously 
with enactment of the Credit Association Law. As of 
October 1953, the number of credit associations was 561. 
Although extremely small in scale, each of them is playing an 
important role as a financial organ familiar and convenient 
to small enterprises and the general public, in a limited area. 


(3) MUTUAL LOANS AND SAVINGS’ BANKS 
(MUTUAL LOAN COMPANIES): Mutual loan companies 
or Mujin Kaisha were reorganized into mutual loans and 
savings banks under the Mutual Loans and Savings Bank 
Law, which was enacted in June 1951. Mujin is a tradi- 


tional form of financing. Each member of a Mujin group, © 


which is formed by a fixed number, is required to make 


instalments periodically. Funds thus collected are supplied 


in units, in principle, to members of the group decided by 
periodical lotteries or biddings. Those receiving funds re- 
pay the loan by making instalments. Instalment payments 
as well as loans are fixed in advance. The instalments as 
well as unit loans are generally small, indicating that this 
form of financing is aimed at the public in general. Mujin 
companies were authorized to accept deposits by the Law 
Concerning Exceptions to the Bank Law in 1945. At the 
outset, however, deposits and related operations were mere- 
ly supplementary functions. 


As a result of a steady expansion of business and in- 
crease in deposits after the war, Mujin companies were 
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transformed into financial organs for small businesses in 
June 1951 under the Mutual Loans and Savings Bank Law 
by which the then existing Mujin companies were required 
to convert themselves into mutual loans and savings banks. 
Up to October 1953, 70 companies of the 72 completed the 
conversion. These banks are authorized to accept deposits 
and extend loans, in addition to the mujin business, but ex- 
change business is permitted only when approval is obtained 
from the Minister of Finance. They are small in scale with 
their scope of activity limited to a specified area. However, 
their scale is greater than credit associations. In particular, 
three big mutual loans and savings banks, viz., the Nippon 
Sogo, Hokuyo and the Nishi Nihon, are comparable with 


- local banks in scale, each having current account trans- 


actions with the Bank of Japan. 


7. FINANCIAL INSTITUTIONS FOR 
AGRICULTURE AND FORESTRY 


Agriculture occupies a relatively important position as 
seen from the fact that farm population comprises 45% of 
the total population. However, farming is on a very small 
scale with little capital. Under the circumstances, financing 
of agriculture is difficult for ordinary banking institutions. 


‘This has given rise in rural districts to cooperative financ- . 


ing aimed at farmers’ mutual aid since pre-war days. Pre- 
sently, there exist three financial organs of this form. They 
are; agricultural credit cooperatives, federations of agricul- 
tural credit cooperatives and the Central Cooperative Bank 
of Agriculture and Forestry. An agricultural credit  co- 
operative is organized in each town or village and a federa- 
tion in each prefecture. The Central Cooperative Bank of 
Agriculture and Forestry is established in Tokyo as the 
highest organ. The setup is hierarchical in that the lower 
organs make deposits with or seek borrowings from higher 
organs in case they have surplus funds or feel a_ fund 
shortage. 


The outstanding function of these organs is the financ- 
ing of rice delivery payments by the Government to farmers. 
It has been an established practice in this country since 
during the war, for farmers to deliver to the Government 
a prescribed amount of their rice crop. This is then rationed 
to consumers. No direct cash payments are made to 
farmers in the purchase, however. A farmer making rice 
delivery through an agricultural credit cooperative or a 
designated purchasing body, receives a certificate of pay- 
ment, the amount being paid later by a financial organ he 
has selected in advance. In case his selection is an agricul- 
tural credit cooperative, the certificate amount is deposited 
in his own account. The _ credit cooperative in turn will 
enter the same amount in its own deposit account with the 
federation of agricultural credit cooperatives. In a similar 
way, the federation makes deposit with the Central Coopera- 
tive Bank of Agriculture and Forestry. 


The Government, meanwhile, makes an estimated cash 
payment in advance to the Cooperative Bank as soon as the 
rice delivery has started. The amount thus paid will be 
settled later upon verification of the purchase price of rice. 
It will be used by the Cooperative Bank to meet deposit 
withdrawals by the federations of agricultural credit co- 
operatives. Farmers may withdraw their deposits from agri- 
cultural credit cooperatives at will for farming or living. 
Through this structural setup, the relationships of these agri- 
culture-forestry financing organs are strengthened. 


This system of settling rice delivery payments covers 
the majority of total rice payments. In case a farmer has 
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designated a bank for such payment, the bank will make 
advance payment upon receipt of the certificate of pay- 
ment, and later seek settlement from the Bank of Japan or 
its agencies. 


(1) AGRICULTURAL CREDIT COOPERATIVES: 
An agricultural credit cooperative is a non-profit organiza- 
tion based on the Agricultural Credit Cooperative Law of 
1947. Its business includes acceptance of deposits from 
members and extensions of loans deemed necessary for their 
business or living. Deposits and loans of agricultural credit 
cooperatives are characterized by sharp ups and downs due 
to seasonal factors. Usually, deposits reach the highest 
level. around January and drop to the bottom about May, 
in contrast to loans which reach the lowest level in January 
and indicate the highest in September. As of the end of 
October 1953, agricultural credit cooperatives numbered 
34,900, of which about 12,886 engaged in credit business. 


(2) FEDERATIONS OF AGRICULTURAL CREDIT 
COOPERATIVES: A combination of two or more agricul- 
tural credit co-operatives is authorized to form a federa- 
tion. A federation of agricultural credit cooperatives 
engages solely in credit business. It is forbidden to engage 
concurrently in any other business. It receives deposits 
from member agricultural credit cooperatives, extends busi- 
ness loans and discounts bills for them. Presently, each pre- 
fecture has one federation of agricultural credit coopera- 
tives. There are 46 in all. 


(3) CENTRAL COOPERATIVE BANK OF AGRI- 
CULTURE AND FORESTRY: This bank has the role of a 


mother bank for agricultural credit cooperatives and their 


federations. Its capital was Y2,682 million, including 
Y1,882 million in preferred investments by the Government. 
It receives deposits from organizations which have made 
capital subscriptions to the bank and others qualified to make 
such subscriptions as well as from public bodies and non- 
profit corporations. The bank is also authorized to issue 
debentures up to twenty times the total of its capital and 
reserves belonging to the subscribers’ accounts. Funds thus 
obtained are applied to short-term loans, discounting of bills, 
overdrafts and intermediate loans to subscriber organiza- 
tions. Any surplus funds are employed for the purchase of 
government bonds, local government bonds or Government- 
approved securities or for making deposits with other banks. 


8. CALL BROKERS 


Short credit brokers engage mainly in call transactions 
and act as brokers for bill-discounting between financial] in- 
stitutions. Because of the smallness in scale of the call 
market, the amount of money handled is small. There were 
only three such companies, each having scanty funds. 


9. SECURITIES DEALERS, SECURITIES 
FINANCE CORPORATIONS AND 
INVESTMENT TRUSTS 


Securities exchanges discontinued operation § simul- 
taneously with the war’s end in August 1945. They were 
reopened in May 1949 on the basis of the Securities and Ex- 
change Law enacted in 1948. Presently, they number nine, 
established in principal cities. Each of them is organized 
in the form of an association, with investments by securities 
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dealers. A securities dealer may begin business upon regis- 
tration at the Ministry of Finance, but he must suspend such 
_ dealings when his debts reach twenty times or more of his 
net assets. The number of registered securities dealers was 
846 as of the end of 1952, with their capital averaging about 
Y12 million. They are engaged in the buying and selling 
of securities, both consigned and on their own. Concurrent- 
ly, they underwrite securities. This combination of busi- 
ness is a characteristic feature of securities dealers. Ac- 
cording to the Securities and Exchange Law, securities 
dealers alone are permitted to engage in both functions. 
Banks and other financial institutions may purchase securities 
for investment purposes or accept them in trust, but they 
are not authorized to engage in other forms of the securities 
business. 


Only stocks are actually bought and sold at the securi- 
ties exchanges and no government bonds or corporate de- 
bentures are transacted. Dealings in stocks were limited at 
first to spot transactions, but margin transactions were add- 
ed from May 1951. Dealings between securities dealers in 
either form, however, are to be settled in spot within four 
days from the effective date of the buying or selling con- 
tract, in principle. Margin transaction contracts are based 
on margin money of a certain per cent (30% or more at 
present) of the total transaction amount, which is paid by 
customers to securities dealers who grant credits to them 
for the remainder of the transaction. In ¢ase_ securities 
dealers are short of cash or in stocks for settlement with 
other securities dealers, they may borrow the required cash 
or stocks from the securities finance corporations, which are 
established, one each, at the respective localities of securities 
exchanges. By borrowing necessary funds from banks and 
the call market, these securities finance corporations extend 
loans ‘to securities dealers and investors in securities. 


The securities investment trust is a special business en- 
gaged in concurrently by securities dealers since July 1951. 
Under this form of business, securities dealers sell benefi- 
ciary certificates of a three-year term to obtain funds from 
general investors. These funds are deposited with a bank 
engaging in trust business, for buying or selling of stocks 
upon instructions from the securities dealer concerned. 
Dividends are paid once a year to certificate holders during 
the contracting term, and the remaining assets at time of 
the term’s expiry are divided proportionally according to the 
shares of certificate holders. Presently, seven influential 


securities companies are carrying on this particular business 
concurrently. 


‘10. GOVERNMENT FINANCIAL 
INSTITUTIONS 


Various financial institutions have been established by 
the Government to engage in certain monetary and banking 
business, necessary from the national point of view and which 
cannot be undertaken by private financial institutions. Such 
Government financial institutions may be classified into two 
groups, one having the character of a juridical person and 
the other, while lacking such character is independent in 
Government accounting. 


The former is an independent financial organ, similar 
in organization to an ordinary corporation, but its entire 
capital is invested by the Government, its officers appointed 
by the Government, and further, its business operations being 
subject to approval by the Government on many points. In- 
cluded in this group at present are: Japan Development Bank, 
Export-Import Bank of Japan, People’s Finance Corporation, 
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Housing Loan Corporation, Agriculture, Forestry and Fishery 


Finance Corporation and the Small Business Finance Cor- 
poration. 


- Among the latter group of Government financial organs, 
which lack the character of a juridical person, are the Trust 
Fund Bureau Special Account, Foreign Exchange Fund 
Special Account and the Industrial Investment Special Ac- 
count. These special accounts have been set up indepen- 
dently by the Government for the conduct of financial busi- 
ness. The actual business of the accounts is handled by 
Government officials. From the economic point of view, the 


above accounts are recognized as Government financial in- 
stitutions. 


(1) GOVERNMENT SPECIAL ACCOUNTS LACKING 
THE CHARACTER OF A JURIDICAL PERSON 


(i) Trust Fund Bureau Special Account: The Trust 
Fund Bureau accepts deposits of reserves or surplus funds 
from various accounts of the Government. Such deposits 
are at times made compulsory by law, but not always. The 
period of deposit is three months or more in principle. Postal 
savings constitute the bulk of the bureau’s funds, followed 
by the reserves in the Special Account for Post Office Life 
Insurance and Postal Annuity. In view of the fact that 
these postal savings and reserves represent savings from the 
public in general, it could be considered that the principal 
depositors with the Trust Fund Bureau are actually the 
public. Employment of funds by the bureau is restricted to 
purchases of government bonds, local government bonds and 
bank debentures as well as extensions of loans to the Govern- 


ment, Government financial institutions and local public | 


bodies in order to insure safety of investment. Advice con- 
cerning fund operation is sought from the Council on 
Utilization of Trust Fund Bureau funds composed of Vice 
Ministers of the Ministries concerned, Governor of the Bank 
of Japan and men of wide experience and knowledge. Pre- 
sently, the Trust Fund Bureau has the largest funds next to 


banks and occupies an important position among the various 
financial institutions. 


(i4i) Special Account for Post Office Life Insurance 


and Postal Annuity: Most of the reserves in this special 


account are deposited in the Trust Fund Bureau and the 
remainder is utilized as loans to post office life insurance 
policy holders, etc. It has been decided that funds em- 
ployed by this special account itself will be gradually in- 


| creased in the future. 


- (iii) Industrial Investment Special Account: The in- 
come of the Special Account for U.S. Aid Counterpart Fund 
was composed of the proceeds from U.S. aid goods, and had 
been employed in the redemption of government bonds and 
in supplying plant and equipment funds to key industries. 
Due to the suspension of U.S. aid to Japan in 1951, the 
Special Account lost its source of revenue and was abolished. 
However, in view oi the fact that most industries in Japan 
are dependent upon government investments to a large ex- 
tent owing to the lack of adequate capital accumulation, 
the Industrial Investment Special Account was established in 
August 1958, as a successor to the above-mentioned Speciai 
A’ccount, with funds made up of the proceeds of tax reduc- 
tion bonds and assets taken over from the Special Account 
for U.S. Aid Counterpart Fund. It is to be mentioned in 
this connection that the scheduled, total issue amount of tax 
reduction bonds during the 1953-54 fiscal year is Y20,000 
million. The conditions of the above bonds are as follows: 
term of redemption—five years maximum; coupon rate— 
4% per annum. (However, the actual yield after tax reduc- 
tion through the purchase of the bonds is 12% and 10.5% 
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per annum for private individuals and corporations respec- 
tively, calculated on a compound interest basis for four 
years). 


(iv) Foreign Exchange Fund Special Account: Most 
of Japan’s funds in foreign currencies are presently held by 
the Government, the rest being held by foreign exchange 
banks and the Bank of Japan. This special account was 
opened to enable the Government to deal in the buying and 
selling of foreign exchange. The account had Y227,400 
million in funds as of the end of October 1953. In case 
of a shortage in funds for purchasing foreign exchange, the 
account is authorized to make temporary borrowings or issue 
short-term bills. The foreign currency funds in the account 
take the form of deposits with Japanese foreign exchange 
banks and foreign banks, investments in foreign currency 
bonds, claims based on payments agreements, etc. 


(2) GOVERNMENT FINANCIAL ORGANS HAVING 
THE CHARACTER OF A JURIDICAL PERSON 


(i) Japan Development Bank: The purpose of this 
bank is to supply long-term loans with Government funds 
and to supplement and encourage long-term financing on the 
part of other financial institutions. Its capital as of Octo- 
ber 1953 was Y246,200 million in addition to Y143,263 


million in borrowings from the Special Account for U.S. Aid 


Counterpart Fund, whose loan claims against industries were 
succeeded to by the Development Bank. Neither acceptance 
of deposits nor issuance of debentures is authorized to this 


dank, but it can make borrowings from Government agencies, 


including the Trust Fund Bureau. Its functions are to ex- 
tend new loans, subscribe to corporate debentures and to take 
over commercial bank'loans. As of October 1953, the Bank’s 
loan balance reached Y316,567 million. Investments in in- 
dustries with Government funds are presently being made 
mainly through this bank. 


(ii) Export-Import Bank of Japan: The function of 
this bank is to make loans to Japanese exporters for financ- 
ing plant exports as well as loans to Japanese importers for 
financing imports of raw materials contributing to export. 
Its capital amounted to: Y21,000 million as of October 1953. 
While acceptance of deposits or issuance of debentures is not 
authorized, the bank is permitted to borrow from the Govern- 
ment. Loan applications to the bank must be channeled 
through commercial banks, and loans must be made jointly 
by the bank and the processing bank. As of October 1953, 
the bank’s loan balance stood at Y7,061 million, less than 
one-half of its capital, indicating that the loan business had 
not been active. No fund accommodations for imports had 
been made up to that date. 


(iii) Agriculture, Forestry and Fishery Finance Cor- 
poration: This corporation has been established to extend 
long-term (ordinarily 15 years) loans with low-interest as 
plant and equipment funds to agriculture, forestry and fishery 
industries. Its capital as of October 1953 was estimated at 
Y20,714 million. It is not authorized to accept deposits or 
issue debentures, but may borrow funds from the Government 
agencies, including the Trust Fund Bureau. Actual exten- 
sion of loans by the corporation is made through the Central 
Cooperative Bank of Agriculture and Forestry or through 
ordinary banks. 


(iv) People’s Finance Corporation: The object of this 
corporation is to supply petty business funds which the gen- 
eral publie find it difficult to obtain from banks or other 


financial institutions. Its capital as of October 1953 was 


Y17,500 million. Neither deposit acceptance nor debenture 
issue is authorized, but it may borrow from the Government 
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JAPANESE TELEVISION 


Research into the potentialities of television is not 
new in Japan. It started more than 25 years ago. But 
it was not until February 1953 that the first television 
station in Tokyo began telecasting for the general public. 
Television including color-TV in Japan has a bright future, 
but it still faces a sizeable obstacle in the high cost of the 
TV receiving sets. A few years after theoretical study into 
the principles of television was started here, the Technical 
Research Institute of Nihon Hoso Kyokai (Japan Broadcast- 
ing Corporation) undertook experiments into practical tele- 
casting in 1930. 
1940, the year the 14th Olympic Games was to have been 
held in Tokyo. Although the experiment with teledrama 
proved successful in 1940, the Second World War led to the 
cancellation of the Olympic Games, and the research per- 
sonnel and equipment were diverted to other purposes and 
the research itself was shelved. 


After the war, contacts with those countries where tele- 
vision had made remarkable progress stimulated research 
in Japan. By 1950, the research conducted by NHK’s Tech- 
nical Research Institute reached a point where practical 
telecasting in this country became definite. After the 
inauguration of public telecasting in 19538, NHK-TV began 
operating its Osaka and Nagoya stations in March 1954, 
and at the same time, completed a microwave relay service 
among the three stations. 


The Japan Television Network Company, Ltd., (NTV) 
was founded in August 1953 and is now telecasting in the 
Tokyo area. Further, Radio Tokyo (JOKR), one of the 


through the Trust Fund Bureau, etc. 
October 1953 was Y26,857 million. 


(v) Housing Loan Corporation: Fund accommodations 
necessary for building houses are the object of this corpora- 
tion. As of October 1953, it had Y36,800. million in capital. It 
is not authorized to accept deposits or issue debentures, but 
may borrow from the Government through the Trust Fund 
Bureau, etc. Funds are supplied on a long-term and low- 
interest bases not only to private individuals but also to com- 
panies planning to build houses for their employees. 


(vi) Small Business Finance Corporation: It wag,in- 
stituted in August 1953 for the purpose of providing small 
businesses with long-term funds (in principle, plant and 
equipment funds) which ordinary financial institutions find it 
difficult to finance. 
mercial and Industrial Cooperatives, which is designed to 
grant loans to Associate cooperatives and their members, this 
corporation extends loans to small businesses (in principle, 
enterprises with capital of Y10 million or less, or 300 em- 
ployees or less), and the maximum limit of a loan is fixed 
at Y10 million per enterprise. The corporation is authorized 
to entrust its business to financial institutions having con- 
nections with small businesses and to make loans through 
them. As working funds, the corporation has Y13,000 mil- 
lion invested from the General Account of the Government. 
Besides, this corporation has taken over from the Japan De- 
velopment Bank, loans to small businesses which had been 
succeeded to by that bank from the Reconversion Finance 
Bank and the Special Account for U.S. Aid Counterpart 
Fund as of the end of March 1958, as well as loans made by 
the Japan Development Bank itself to small businesses. 


Its loan balance as of 


The target date of this experiment was. 


In contrast to the Central Bank for Com- 
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INDUSTRY 


independent commercial radio stations in Tokyo, has been 
authorized to begin telecasting early in 1955. In addition, 
in the principal cities, such as Osaka and Nagoya, applica- 
tions for telecasting have been made but the government 
approval remains pending. NHK television branch is 
financed by a monthly charge of Y300 levied on all television 
set owners. 
wide television network similar to the one for its radio 
broadcasts. Its initial five-year plan calls for the construc- 
tion of 29 television stations to serve 65 per cent of all the 
households in the country. 


The average telecasting hours of all Japanese stations 
total approximately five hours per day (two hours after 12 
noon and three hours after six p.m.), with relays from 
athletic events and the cultural stage as the occasion neces- 
sitates. The program generally consists of news, quizzes, 


dramas, music, films, lectures, and specific items for women 


and children. Collaboration with motion picture companies 
is being conducted smoothly. NTV has arrangements with 
major studios to televise their films which have been publicly 


released at least five years previously, while NHK-TV tele-— 
casts films irrespective of their public release dates. 


In view of its special character, NHK-TV lays stress on 
educational programs for schools. Programs adaptable for 
use in classrooms are emphasized, and for this purpose close 
contact is maintained with educators, especially primary and 
middle school teachers. Other programs are arranged with 
a view to promoting home education. This emphasis on 
education is aimed at correcting the general impression that 
television “exerts an undesirable influence on children”, an 


impression that was particularly strong when television made 
its debut in Japan. 


Despite all these efforts, the fundamental problem fac- 
ing television in Japan is the price of receiver sets, which 
place them far beyond the reach of the average household. 


This is proving to be a particularly great obstacle to com- 


mercial television, which depends on advertising for its re- 
venue. The number of TV set owners in Japan is approxi- 
mately 32,000 as of the end of September this year. Most 
of them are restaurants, tea-rooms, radio stores, etc. 


The present retail price of a 14-inch receiver set is between 
Y100,000 and Y120,000. (The standard used in Japan is 
525 scanning lines and per second coefficient of 25). In 
view of this situation, the television set manufacturers in 
the country are trying to reduce the production cost by put- 
ting them on the basis of mass production and to introduce 
an instalment payment system. A new model designed to 


fit the Japanese houses and to sell at a moderate price is 


now being produced. 


NHK-TV for its part has been conducting public tele- 
casting experiments at various places in the country in an 
effort to popularize television. Recently, it installed a 2 
meters by 3 meters televiewing screen at major points in a 
number of cities within the reception range. NTYV also has 
prepared about 50 on-the-street receiver sets within its ser- 
vice area. These open sets usually attract many people, 
with especially huge crowds gathering when popular athletic 
events are telecast: Experts believe that the future of tele- 
vision in Japan depends upon the price of receiver sets, 
but they are rather optimistic that this problem will be 
solved in the not too distant future. 


NHK-TV has a long-term plan to build a nation- © 


the general households occupying a very small percentage. 
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RICE CULTIVATION AND CONSUMPTION IN JAPAN 


As with other Asian’ peoples since the dawn of history, 
the Japanese have depended upon rice as their “staff of 
life”. Because of its importance, intensive research is being 
incessantly carried out to improve the cultivation methods 
for rice and to better its quality and yield. The rice culti- 
vation problem is literally one of life and death for Japan, 
because since the turn of the century, she has not been self- 
sufficient in this staple crop. Intensive use of labor, ferti- 
lizer and improved cultivation methods is being made with 
the result that land-short Japan boasts the highest per hectare 
yield among the world’s leading rice producing nations—as 
shown in the following chart. 


Per Hectare Yield (Unit per Kg.) 
Asia | America 


_ Vietnam 
North America 27.4 


Pakistan 
‘Thailand 
Burma 


Japan’s method of intensive cultivation, repeatedly im- 
proved over the pas centuries, has been closely observed 
by the Southeastern Asian nations. Recently the movement 
to adopt Japanese methods has suddenly become active. 
India and Ceylon among other countries have imported 
Japanese cultivation techniques and are reportedly achieving 
successful results. However, inasmuch as rice has been 
closely linked with the Japanese daily life from the early 
days, its adequate supply is one of the principal problems 
facing the present day Japan. In other words, over-popula- 


_tion has resulted. in the shortage of staple food. 


- Japan has not been self-sufficient in rice since the turn 
of this century. For example, in 1873, the population was 
34,980,000 with the rice output at 24,020,000 koku (120,- 
000,000 bushels). In 1912, the population rose to 50,600,000 


and the rice output increased to 50,220,000 koku (251,000,-- 
000 bushels). But while rice production has increased with 
the increase of population and while the amount consumed 
per person has not changed greatly, the advent of higher 
living standards has increased the demand on rice for other 
uses. This rise in the excess utilization of rice has had to 
be supplemented by overseas imports. This trend of food 
shortage became more and more acute as years went by. 
For example, the following is the population and the rice 
production during the prewar year of 1939 as compared 
with the postwar year, 1954: 


Production 


68,964,000 koku (344,800,000 bushels) — 
62,730,000 koku (313,600,000 bushels) 


Population 
1939 70,850,000 
1954 88,080,000 


This shortage had to be covered by importation of rice 
from Korea and the southern countries. Immediately before 
the war, as much as 15,000,000 koku (75,000,000 bushels) 
per year were imported. This problem has become more 


acute since the war due to the loss of overseas territories 


and the huge number of people being restricted to the limited 
area of the Japanese home islands. 


Therefore, a marked-change had to be made in the 
“rice standard” in the individual’s life. For instance, com- 
paring the average consumption per person per day taken 
between 1934 and 1936 with that in 1953, 361 grams were 
consumed during the prewar days while after the war it 
had decreased to 297 grams. On the other hand, the amount- 
of wheat consumed before the war was 50 grams but in 1953 
it had increased to 297 grams. Nevertheless, food importa- 
tion equivalent to approximately 20,000,000 koku (100,000,- 
000 bushels) of rice was required. In the event of damages - 
from cool weather and floods as during the previous year, . 
the importation of rice alone goes up to as much as 1,600,000 


tons. The cost of this staple food totaled 20 per cent of — 


the total imports, or in excess of $420,000,000. 


HONGKONG NOTES 


HONGKONG ANNUAL REPORT—1954 


| The Hongkong Annual Report of 1954 is now on sale 
in leading bookshops at $6 each. It is the report of the 
Governor of Hongkong to the Secretary of State for the 
Colonies and tells the story of Hongkong in pictures and 
script. The report contains certain statistical information 
which may not appeal to the general reader but it is of 
considerable interest to United. Kingdom Government De- 
partments, United Nations Organisations and other authori- 
ties in various parts of the world. The statistics are given 
as appendices. Nearly all government departments as well 

_ as various individuals and organisations in the Colony con- 

' tributed to the report. The material provided was selected 
and edited by the Colonial Secretary and his staff. Over 
6,000 copies have been printed. 


TRAWLERS FOR KOREA 


The Cheoy Lee Shipyard of Hongkong delivered 10 
trawlers to the United Nations Korean Reconstruction 


- Agency (UNKRA) last week. The vessels will shortly sail 


to join Korea’s fishing fleet. On arrival at Pusan, these 
vessels will be handed over to the Korean Government. The 
trawlers have a gross tonnage of 77.5 each, an overall length 
of 75’ 7”, a beam of 19’ 4” and a moulded depth of 10’ 
11”. They are equipped with British-manufactured Crossley 
200-horsepower marine diesel engines and are capable of a 
speed of some 9.4 knots. The total cost of the 10 trawlers 
’ is HK$3,135,000. They have been purchased by the UNKRA 
as part of an overall shipbuilding programme designed to 
re-establish Korea’s war-shattered fishing industry. 


HONGKONG ELECTRIC COMPANY LTD. 


The Hongkong Electric Company Limited will set up 
a new Power Station at North Point with an initial capacity of 
30,000 K.W. which can be extended as required up to 180,000 
K.W. The cost of the initial stage will amount to about $24 
million and if the plans are carried out, this first stage 
should be completed by the early part of 1959. This is 
revealed in the Chairman’s statement to shareholders to be 
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' making a total of $11,295,465.81, 
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presented at the annual meeting of the Company on March 
8. The annual report also discloses the following informa- 
tion: 


PROFIT AND DIVIDENDS 


The balance at the credit of Profit and Loss Account 
available for distribution is $11,058,904.54, to which is 
added the balance brought forward from 1953 of $236,561.27, 
from which the Directors 
rec>mmend the following appropriations —General Reserve 
$2,500,000. Dividends: Interim of 70 cents free of tax (paid 
on September 17, 1954) $2,450,000; and final of $1.55 free 
of tax (payable on March 8, 1955) $5,425,000. This will 
leave a balance to be carried forward to 1955 of $920,465.81. 


INCREASE IN SALES 


The growth of the Company reported in previous years 
was fully maintained in 1954. Sales of electricity totalled 
213,482,456 units (an increase of 9 per cent over 1953): 
Lighting 70,569,758 units; public lighting 1,479,520 units; 
bulk power 44,357,929 units; commercial and domestic power 
97,075,249 units. Number of consumers increased from 
62,513 to 66,940 in the course of the year. The basic rate 
per unit for lighting was reduced from 29 cents to 28 cents. 
Due to a reduction in fuel prices the fuel surcharge was re- 
duced from 10 per cent on the net amount of accounts ren- 
dered to consumers to 9 per cent. 


PRODUCTION CAPACITY AND NEW PLANS 
A 20,000 K.W. turbine was brought into commission re- 
cently and the high pressure capacity now totals 77,500 K.W. 
During 1954 also two high pressure boilers were commission- 
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ed with a total steaming capacity of 300,000 lbs./hour. In 
addition.to this modern equipment the Company also have 
15,000 K.W. capacity of low pressure plant which has been 
operating for some thirty years and is now used as stand- 
by plant. On January 11, 1955 a peak load of almost 60,000 
K.W. was recorded on the system. Plans are now being 
drawn up for the further additions to the generating capa- 
city. A new power station will be erected at North Point 
with an initial capacity of 30,000 K.W. This can be ex- 
tended as required up to 180,000 K.W. The capital cost. of 
the initial stage will amount to $24 million and it is con- 
sidered essential that this first stage should be completed by 
the early part of 1959. Messrs. Gibb, Livingston & Co., 
Ltd., who acted as Agents since the inauguration of the Com- 
pany, relinquished their office at December 31, 1954. The 


consideration payable by the Company amounted to $3 
million. | 


LAND FOR INDUSTRY 


Commenting on the emphasis which both the Governor 
of Hongkong and the Financial Secretary had placed upon 
the importance of industry in this Colony, Mr. U Tat-chee, 
President of the Chinese Manufacturers’ Union said that the 
solution for industrial development is factory sites on rea- 
sonable terms. The following is part of his statement on 
how local industries have been handicapped by the lack of 
proper sites: 

“Since the Governor announced last year that the 
Government would carry out a reclamation scheme to pro- 
vide factory sites at Kun Tong on reasonable terms, the 
Union has received some 350 applications for land amount- 
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FINANCE COMMERCE 


HONGKONG FAR 
EASTERN TRADE REPORTS 


TRADE DEVELOPMENTS IN 


FEBRUARY 
Total value of import and_ export 
during February—$489.5 million— 


showed a drop of $29 million from 
January’s $518.5 million. Imports 
dropped from $313,791,235 to $294,- 
765,658 and exports from $204,486,595 
On the other hand, 
total tonnage of cargo loaded and dis- 
charged during February was higher 
than that for the preceding month: 
305,338 ‘tons, Jan. 
281,045 tons.. Exports: Feb. 147,258, 
Jan. 114,285 tons. On the average, 
banks in Hongkong did a smaller 
amount of.import financing business 
during February, reflecting the lower 
level of indent bookings on the part 
of traders. Sentiment in the _ local 
commodity market, however, was 
bullish by the end of the period when 
large number of enquiries reached 
Hongkong from Southeast Asia, espe- 
cially from Indonesia and _ Thailand. 
During the month, Korea remained the 


biggest customer of Hongkong; Japan 


was only interested in China produce; 
while China and Taiwan made only 
sporadic purchases. China produce, 
metals and paper retained steady local 
and overseas demand throughout the 
eriod. Trading, however, was limited 
.. low stocks and replenishment diffi- 
culties. Pharmaceutical and industrial 
chemicals attracted more enquiries than 
orders; while cotton yarns and cotton 
piece goods failed to improve despite 
steady local and overseas demand. 


D.C. & I. ANNOUNCEMENTS 


(1) Following new items’ were 
added to the First Schedule to the Im- 
portation and Exportation (Reserved 
Commodities) Regulations, 1954: 
frozen or chilled beef, mutton, and 
pork (including veal, lamb, and all 
Offals). Import licences for these 
items will be issued to 6 firms au- 
thorised to import and keep adequate 
reserves of frozen meat in the’ Colony. 


(2) With the exception of celluloid 
film scrap, diamonds, silver (including 
silver bullion and silver coin containing 
more than 90% pure silver by weight), 
sugar, and any article the importation 
of which is prohibited by any enact- 
ment, all goods originating in and con- 
signed from any country except the 
following may _ be imported’ under 
general licence—Albania, Argentine, 
Bulgaria, Czechoslovakia, Eastern 
Germany, Hungary, Iran, Japan (the 
four main islands and the adjacent 
islands excluding those islands under 
US administration), North Korea, 
Poland, Rumania, Tangier Zone of 
Morocco and the USSR including 
Estonia, Latvia, Lithuania and Northern 
Sakhalin. 


CHINA TRADE 


China reduced export duties on 


several items in order to make these 


exports (such as towel) more competi- 
tive in overseas markets. China’s in- 
terest in the local markets was centred 
on few selective items of metals, in- 
dustrial chemicals and pharmaceuticals. 
Probably due to the introduction of the 
new currency in China (HK$1 to New 
Y0.427) no import licence was issued 
during the. last week of the month. 
On the other hand, the flow of China 


produce and light industrial products 
to HK continued throughout the period. 
China traders were more busy with the 
marketing of various new imports from 
the Mainland than with the selling of 
exports to China. Radio-pickup sets — 
and sewing machines made in China 
were offered to HK. The 24 British 
businessmen who went to Peking early 
in February, concluded over 1380 con- 
tracts totalling nearly £4 million with 
various Chinese national export cor- 
porations. The _ British mission was 
headed by John Arthur Blott, Vice- 
Chairman of the Board and General 
Manager of the Barrow, Hepburn and 
Gale Limited. 


- TAIWAN TRADE 


There were unprecedented price up- 
heavals in Taipei during the _ second 
half of the period. Authorities in Tai- 
pei announced that a new foreign ex- 
change and trade measure would be 
promulgated early in March. It will 
allow imports financed from self-pro- 
vided foreign exchange and the free 
sale of exchange certificates. The 
Foreign Exchange and Foreign Trade 
Control Commission will be transferred 
from the Provincial Government to the 
Executive Yuan. In_ the local 
modity market, Taiwan displayed keen 
interest in paper, pharmaceuticals and 
industrial chemicals. Transactions, 
however, were handicapped by low buy-. 
ing offers especially when indent quota-. 
tions had advanced. 


JAPAN TRADE 


Japan was keen in oil seeds, beans, 
and various other popular items in the 
China produce market. In _ return, 
Japan shipped coal, metals, 
light industrial products and sundries 


com- - 


various. 


ing to some 8,000,000 square feet. Many of these appli- 
cations are for new industries, others for expansion of exist- 
ing factories. Some 85 per cent of the buildings, housing 
local factories, do not belong to the owners of the factories. 
We can therefore appreciate their reluctance to expand or 
to install new equipment for fear that once control of rent is 
abolished, their present rentals would soar to dispropor- 
tionate heights. Some factories have been compelled to 
put up their buildings on Crown land with temporary per- 
mits. Recently, permits for some of these Crown land 
Sites have been cancelled for other developments, and in 
spite of having been given reasonably long warning by the 
Government department concerned, these factories have 
been unable to find alternative sites. The closing down of 
these factories concerned will throw 1,000 workers out of 
employment. I am not complaining against the authorities 
when I mention this case, but this is an indirect appeal to 
the Government to expedite the Kun Tong reclamation 
scheme and provide. more factory sites in the shortest pos- 
sible time to meet the urgent needs. | : 


“In Singapore or Malaya, the Government sells factory 


sites at the low price of 25 cents (Straits currency) per 


square foot plus loans for buildings on special terms. Re- 
cently a representative sent by the Government of Trinidad 
came here and invited local industrialists to go there. 
Trinidad Government’s concessions to pioneer industries in- 
clude an Income Tax ‘holiday’ for five years and duty-free | 
imports. As far as the Chinese industrialists are concerned, 
they want to settle down in Hongkong and they would not 
hesitate to put everything into their business if they were 
sure that they would not be kicked out some day. We have 
in Hongkong plenty of available capital, skilled and unskilled 
workers. The lack of factory sites restricts the expansion 
of industry at the cost of their Colony’s prosperity as a 
whole. Perhaps Government will not lose sight of the fact 
that the millions who now depend on the local industries 
must have work and must live. Local industrialists do not 
want subsidies or the imposition of tariffs on competitive 
foreign products. The solution for industrial development — 
is factory sites on reasonable terms.” 
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to Hongkong. The first barter deal 
between Japan and North Korea was 
concluded in Peking during the month. 
In her trade with China, Japanese 
aluminium makers appealed to the 
Government for the removal of alumi- 
rium goods from the list of goods 
banned for exports to Communist 
countries. 


KOREA TRADE 


Exports to Korea were affected by 
the increase of HK-Korea freight rates. 
The goods most seriously affected were 
paper, metals, and granulated sugar. 
The highest rate at the 4th auction 
sale of foreign exchange amounting to 
US$2.6 million was 540 Hwan to US$1 


and the lowest, 510 Hwan. The aver- 
‘age rate 6522.70 to 
US$1. In the Seoul black market, the 


US dollar rose to 620 Hwan for drafts 
and 680 Hwan for notes during the 
third week of the month. A_ great 
number of enquiries, which reached 
Hongkong following the 4th auction 
sales of US dollars, failed to develop 
into actual business as most of the pro- 
curements were made direct from US 
suppliers. The US authorities in Seoul 
agreed to available 
US$30 million from US indirect mili- 
tary aid funds for imports of articles 
for reconstruction purposes. Auction 
sales of this fund will be held every 
week and the amount for each auction 
will be from $1.5 million to $2 million. 
Meanwhile, a total of US$146 million 
under American aid funds was budget- 
ed for the development of industry and 
commerce for the current year. In 
Hongkong, the Korean Procurement 
Officer announced that his government 
would purchase through public tender 
an unspecified quantity of timber. 
The Public Tender will be opened at 
the ROK Office of Procurement in 
Seoul on March 15, 1955. Meanwhile 
Korea tightened its import control to 
stop the entry of. goods of Communist 
origin and to avoid the import of 
Japanese goods indirectly from Hong- 
kong. All exports to Korea must now 
he covered by certificates of origin. 


INDONESIA TRADE: 


During the second half of the period, . 


demand from Indonesia for’ knitted 
wears, cotton yarn, piecegoods, alumi- 
nium ware and enamel ware improved 
considerably. Djakarta granted special 
foreign exchange amounting to 4 mil- 
lion rupiahs for the import of cotton 
piecegoods before the end of April. 
To meet the seasonal demand of the 
Puasa festival, Djakarta allocated an- 
other 1.5 million rupiahs for various 
imports. Indonesian authorities also 
started to accept import applications 
for the second foreign exchange al- 
location period this year. Enquiries 
reached Hongkong covered gunny bags, 
jute twine, cement, sheet glass, gal- 
vanized iron wire and _ black plate. 


According to a Djakarta announcement, - 
the one-year import credit plan was . 


applicable only to cotton yarn, wheat 
flour, electrical appliances, metals and 
machinery and industrial chemicals. 


another . 


THAILAND AND INDOCHINA 


The freight rates from Thailand to 
HK were increased about 10%. Freight 
for rice increased from $28 to $82 per 
ton; firewood and timber 
to $15; and general cargo from $72 to 
$76. Shipment from Hongkong to 
Haiphong came to a standstill in view 
of the pending change’ of authority in 
to Singapore and Malaya showed much 
Improvement during the month. 


SINGAPORE AND MALAYA 


Singapore relaxed its control on 
direct imports from Japan and the US. 
This will eventually affect the export 
of Japanese and American goods from 
Hongkong to Singapore. On the other 
hand, shipments of HK manufactures 


to Singapore and Malaya showed much | 


improvement during the month. 


COMMODITY MARKETS IN 
FEBRUARY 


‘CHINA PRODUCE 


China slowed down the shipment 
of popular items such as woodoil and 
cassia oil to Hongkong while on the 
other hand, offered more new items— 
graphite, arsenic and goat  hair—for 
export. In the local China produce 


‘market, demand was well maintained 


throughout the period and most of the 
popular items registered gains. Export 
sales of woodoil totalled more than 500 
tons. Woodoil quotations rose sharply 
when the supply situation became un- 
certain. Stocks of following items 
were also low: cassia oil, aniseed oil, 
gallnuts and feathers. On the other 


hand, soya bean, gypsum, dried chilli 


and galangal declined under the weight 
of heavy stocks. Popular items which 
registered gains included cassia _ oil, 
citronella oil, aniseed oil, sesame, cassia 
lignea, groundnut kernel, black beans, 
green peas, red beans, gallnuts, tea, 
feathers, raw silk and mustard seed. 


METALS 


Structural steels, factory items and 
building materials enjoyed steady local 
and overseas demand throughout the 
month. Shipments to Korea were 
affected, to some extent, by the in- 
crease of freight rates but orders from 
Thailand, Singapore, Indonesia and 
Indochina showed much improvement. 
Replenishment difficulties and increased 
indent quotations stimulated prices of 
mild steel round and angle bars, black 
plate, tinplate, galvanized iron sheet, 
aluminium sheet, copper sheet, zinc 
sheet and galvanized iron pipe. 


Speculative buying was present in the 


limited the 
Other items 


market and high prices 
volume of _ business. 


which registered gains included mild . 
steel flat bars, blackplate waste waste, 
tinplate waste waste, zinc boiler plate, 


scrap copper and scrap brass. 


PAPER 


Europe, Japan and even China mark- 


ed up indent quotations for various 


from $14 
M.G. ribbed kraft, 


remained firm while 
of Danish origin 


FAR EASTERN ; 


ECONOMIC: REVIEW 


popular items. Replenishment difficul- 
ties, low stocks, steady local and over- 
seas demand plus’ advanced _ indents 
stimulated sharp increase of prices of 


newsprint in reels, woodfree printing, 


M.G. white sulphite, and duplex board. 
| bond, poster and 
M.G. cap were obtainable from Japan 
at increased cost. Indents for the fol- 
lowing also advanced:  greaseproof, 
manifold, flint, and unglazed kraft. 
Shipment to Korea slowed down after 
the announcement on the increase of 
HK-Korea freight rates. Some of the 
orders from Indonesia and Thailand 
were still under negotiation by the 


end of the month due to high prices 


in the local market. 


PHARMACEUTICALS 


Demand from Korea, Taiwan and 
China kept the prices steady. Trading, 
however, was limited to small orders. 
Dihydrostreptomycin attracted steady 
demand from Korea and Taiwan but. 
selling pressure depressed the market. 
Sulphonamides enjoyed active business. 
by virtue of attractive prices. Other 
popular items included santonin crystal, 
calci-ostelin ampoules, saccharum _lac- 


tose, aspirin, phenacetin, calcium 
bromide, caffeine alkaloid, glucose pow- 
der, PAS, emetine hydrochloride, 


ephedrine hydrochloride, quinine pow- 
der, atophan and cibazol tablets. 


INDUSTRIAL CHEMICALS 


There were more enquiries’ than 
orders from China, Korea, Taiwan and 
Indonesia. Shellac, sulphur powder, 
soda ash, caustic soda, red phosphorus, 
sodium nitrite and linseed oil register- 
ed gains on account of dwindled stocks. 
Zinc oxide, industrial tallow and gum 
damer firmed upon the strength of ad- 
vanced indents, while heavy stocks 
depressed formalin and boric acid. Re- 
duced indent quotations of gum arabic 
caused some liquidation at lower prices. 


COTTON YARNS AND PIECE GOODS 


Trading in’ the local cotton yarn 
market was light but local mills en- 
joyed active direct business throughout 
the period. Indonesia’s demand _ in- 
creased after a long lull and more than 
4,000 bales were ordered. In addition, 
Pakistan and Indochina invited tenders 
for the supply of 3,500 bales and 10,000 
bales of yarn respectively from Hong- 
kong. Japanese yarn advanced on 
thinner stocks and higher cost. Cotton 


-piecegoods remained steady with orders 


from UK, the Philippines, Singapore, 
Indonesia and Indochina. 


CEMENT 


Export demand for cement remain- 
ed slow but local consumption kept the 
prices steady. More than 1,000 tons of 
Japanese cement were booked during 
the month at $117.50 per ton cif HK 
overside delivery. Green Island cement 
white cement 
improved the 
strength of short supply. 1 
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March 10, 


RICE, WHEAT FLOUR AND SUGAR 
In the rice market, old stocks scored 
further price gains but new _ stocks 
sustained additional setback. Regulated 
control on rice import in Hongkong 
and the lower prices 
will improve the supply situation in 
the future. On the other hand, the 
abolition of subsidies on rice exports in 
Thailand and the increase of Thailand- 
HK freight rates may stimulate prices 
of Thai rice. Prices of wheat flour 
failed to improve despite demand 
from Thailand for Canadian flour, from 
North Borneo for Japanese’ products, 
and from Indochina for Australian and 
American goods. The sugar market 
was bearish throughout the period as 
a result of heavy arrivals from Aus- 
tralia and Japan. Thai malt _ sugar, 
however, improved on higher cost. 


COMN.ODITY PRICES ON FEB. 28 


CHINA PRODUCE 

Gallnut: Hankow, 
picul. Gypsum: Hupeh, white, $8.50 
picul. Fluorspar: Hunan, 85%, £12 
per metric ton ec & f Japan. Realgar: 
Hunan, $58 picul. Raw Silk: Canton, 
steam filature, natural, 20/22 denier, 
$2,570 picul; Japanese, A grade, for- 
ward, $38,550 picul. Rosin: Kwang- 
tung, mixed, $113 quintal; Fukien, A 
grade $102 quintal. Seagrass Cord: 
Twisted, Kwangtung, No. 2, forward, 


$87 picul. Sesame: Vietnam, black, 
forward, $137.75 picul; brown $87 
picul. Silk Waste: Szechuen, A grade, 


spun silk tops, $1,650 per 60-kilo case. 
Spun Silk: Shanghai, 210/2, $2,060 per 
50-kilo case; 140/2, $1,695 per 50-kilo 
case. Tea: Black—Anhwei, lst, $710 
picul; Fukien, above average, Oolung. 
$625; Kwangsi, lst, Luk Po, $270; Tai- 
wan, BOP, $380; Taiwan, OP, $350 
picul. Green—Foochow, Ist, $680 
picul; Taiwan, $350 picul. Aniseed 
Oil: export quality, $2,100 picul. Cam- 
phor Oil: Kwangsi, $185 picul. Cassia 
80-85%, C.A., export quality, 
$2,000 picul. Citrenella Oil: Taiwan, 
$8.60 per lb. Peppermint Oil: Shang- 
hai, $36 lb. Woodoil, Refined: spot, 
drum, $172 picul; spot, bulk, $169 picul; 
bulk forward, $166 picul; in drum, cif 
Australia, £195 per ton. Alum: Che- 
kiang, lst grade, $25 picul. Coir Fibre: 
Hupeh, list grade, 12’/24”, $90 picul. 
Galangal: Kwangtung, $33  picul. 
Liquorice: Northeast China, 38rd grade, 
$41 picul. Menthol Crystal: Shanghai, 
$52 pound. Rhubarb: Northwest 
China, above average, $32 picul. Tea- 
seed Cake: Kwangtung, $13.30 picul. 
Turmeric: Northwest China, $80 picul. 
Black Bean: Shanghai, $72.80 picul. 
Broad Bean: Middle East, above 
average size, forward, $43 picul. Soya 
Bean: Dairen, new crop, $43.60 picul. 
Red Bean: Shanghai, $114 picul; Viet- 
nam, $80 picul. Green Bean: North 
China, 1st quality, $55 picul; Tientsin, 
new stock $36 picul; Middle East, for- 
ward, $38 picul; Rangoon, black, $24 
picul. Groundnut, Shelled: Tsingtao, 
unselected, $83 picul; African, unselect- 
ed, $79 picul; African, selected, $95 
picul. | 


of Chinese rice 


Ist, $102 per 


METALS 


Mild Steel Angle Bars: Cont or Jap—_ 


1/8” x 8/4” x 3/4”, $46 picul; 3/16” x 
4”, $423 picul. Mild Steel Flat Bars: 
Cont or Jap—1l1/8” x 5/8” and 3/4”, 
and 2”, $42. Hongkong—1/8” x 3/4”, 
& te 1/4 x 1"; 
picul. Mild Steel Round Bars: Cont— 
5/16” dia, $46 picul; 3/8” dia, $45; 1/2” 
dia, $48; 7/8” and 1” dia, $42. Hong- 
kong—3/8” to 1” dia, $43 picul. Mild 
Steel Square Bars: Cont or Jap—5/8”’ 
sq. and 3/4” sq., $45 picul; 1-1/4”, $44. 
Hongkong—1/2” sq to 1” sq, $44 picul. 
Mild Steel Plates: Jap, 4’ x 8’ x 1/16’, 
$54 picul; 3/32”, $51 picul; 1/4” and 
3/8”, $45 picul. Galvanized Steel Plain 
Sheets: UK, 4’ x 8’—1/32”,, 58c pound; 
Waste Waste: Electrolytic—US, 18” x 
24”, 1 ton skid, $90 per 200 lbs; UK, 
$84. Coked—wUS, 1 ton skid, $98 per 
200 lbs; UK, 200-lb case, $95 case. 
Blackplate Waste Waste: UK, 18’ x 
24” and larger, G29-G33, $40 picul. 
Tinplate: UK, 20” x 28’, 200-lb case, 
112 shts with tin-lining, $137 case; 
UK, 30” x 36”, G26, 76 ¢ per pound. 
Blackplate: Jap, 3’ x 6’, G30-G31, $61 
picul. Galvanized Iron Sheets: Jap, 
3’ x 7’, USSG 24, 56 ¢ pound; USSG 
26, 58c pound. Aluminium Sheets: Jap, 
3’ x 8’, 99.5% alloy, G18 and G20, $1.85 
pound; G24 and G28, $1.88 pound. 
Brass Sheets: Jap, 14” x 48” 10 oz and 


(12 oz per sq ft, $340 picul; UK, 4’ x 4’, 


30/40 pounds per sheet, $330 picul. 
Zinc Sheets: Cont., 3’ x 8’, G5 and G8, 
$110 picul. Steel Wire Rods: Cont or 
Jap—Ist grade, 7/32”, $46 picul; 2nd 
grade, 7/32”, ¢36 picul. Black Iron 
Pipes: Cont. 18’/22’—1/2” dia, 45 e 
foot; 3/4” dia, 53 c; 1-1/4” dia, $1.10; 
2” dia, $1.60. Galvanized Iron Pipes: 


Cont. 18’/22’—1/2” dia, 48 ¢ foot; 1”. 


dia, $1.15; 1-1/4" dia, $1.85; 2-1/2” 
dia, $2.70 foot. . 


PAPER 
Flint Paper, Coloured: UK, 60/65 gr, 


-25-lb ream, 20” x 30”, $87 ream; Aus- 


trian, $35.50; Chinese, 26-lb ream, 
$32.50 ream. Prime Glassine: German 
or Austrian, 30 gr, 26-lb ream, 30” x 
40”, $33.30 ream; French, $32.80 ream. 
Newsprint in reels: 50/52 gr, 31”—Nor- 
wegian, 493 c pound; US, 50 c; Chinese, 
45 e¢ pound. Newsprint in reams: 
Chinese, 50 gr, 48-lb ream, $22 ream. 
Greaseproof: Polish or Swedish, 40 gr, 
34-lb ream, 30” x 40”, $29 ream. M.G. 
Cap: 22/23 gr, 17-1/2 lb ream, Jap, 
$10.50 to $11.50 ream; Chinese, $10. 
M.G. Pure Ribbed Kraft: Austrian, 
39 gr, 46-lb ream, 35” x 47”, $31.50 
ream; Jap, 38/39 gr, 45/46-lb ream, 
35” x 47”, $28.50 ream; Jap, 33/34 gr, 
39/40-lb ream, 35” x 47”, $25.50 ream. 
M.G. White Sulphite: Czech or Polish, 


40 gr, 47-lb ream, 35” x 47”, $31.50. 


ream; 34 gr, 40-lb ream, $29. Art 
Printing: 31” x 42’, one side coated— 
Dutch, 85 gr, 82-lb ream, $75 ream; 
US, 83 gr, 81-lb ream, $86 ream; Nor- 
wegian, 88 gr, 85-lb ream, $94 ream. 
Bond Paper: 22’ x 34”, white, Nor- 
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wegian or Swedish, with water mark 
and brand name, 60 gr, 32-lb ream, $29 
ream. Woodfree Printing: 31” x 43”— 
Austrian, Czech or Dutch, 60 gr and 
over, 57/60-lb ream, 73 ¢ per lb; 85/100 
gr, 80/100-lb ream, 753 c lb. Japanese, 
60/100 gr, 57/100-lb ream, 67 ¢ pound. 
Manifold: 22” x 34” white—Swedish 
or Norwegian, ordinary quality, $14.30 
ream; Chinese, 30 gr, 16-lb ream, $10.50 
ream. Duplex Board: 31” x 43’, one 
side coated—Swedish: 250 gr, 240-lb 
ream, no brand name, $152 ream; 230 
gr, 220-lb ream, $152 ream. Norwe- 
gian: 230 gr, 220-lb ream, $136 ream. 
Japanese: 250 gr, 240-lb ream, $120 
ream; 230 gr, 220-lb ream, $95 ream; 
210 gr, 220-lb ream, $89 ream; 190 gr, 
180-lb ream, $79 ream. 


PHARMACEUTICALS 


Penicillin Preparations: Crystalline, 
Penicillin-G, 200,000 units, 1956, UK, 
25 ¢ per vial. Fortified Procaine Peni- 
cillin-G, 400,000 units: UK, 1956, 40 ¢c 
vial; French, 1956, 30 c vial. Procaine. 
Penicillin-G in Oil with aluminium 
monostearate, 300,000 units per cc in 
vials of 10 cc: UK, 1958, $2.50 vial; 
UK, 1955, $2.10 vial; Belgium, 1958, 
$2.10; US, 1957, $2.90 vial. Dihydro- 
streptomycin: UK, 1 gm, 1958, 75 c¢ 
vial; Canadian, 1958, $1.35 vial. Sul- 
phadiazine Powder: UK, 1-cwt drum, 
$44 pound; French, $44 pound, Japan- 
ese, 5-kg tin, $40 pound. Sulphaguani- 
dine Powder: UK, 1-cwt barrel, $7.15 
pound; German, 50-kg drum, $6.90 
pound. Sulphathiazole Powder: French, 
50-kg drum, $9.15 pound; UK, 1-cwt 
drum, $9.30 pound. Atebrin Ampoules: 
German, 25 x 0.6 gram box, $19 box. 
Quinine Hydrochloride: Dutch, 1948, 
100-oz tin, $147.50 per tin. Calcium 
Bremide: UK, 1-lb bottle, $3.80 bottle. 
Phenacetin Powder: USA, 5-lb package, 
$5.50 pound. 


INDUSTRIAL CHEMICALS 


Calcium Hypochlorite: Jap, 60%, 50- 
kilo drum, 46 c pound. Caustic Soda: 
UK, 300-kilo drum, $164.50 per drum; 
Jap, 300-kilo drum, $136 drum. Chlo- 
rate of Potash: French, 100-kilo drum, 
66 c pound; UK, 50-kilo case, 66 e¢ 
pound. Formalin: UK, 40% volume, 
448-lb drum, 36 c pound. Gum Arabic: 
Sudan, 100-kilo bag, $1.05 pound. Gum 
Damar: Malayan, No. 1, 140-catty 
gunny bag, $295 picul. Lithopone, 30%: 
Dutch, 50-kilo paper bag, 36 ¢c pound; 
German, 35 c pound. Rasin: USA, 517- 
lb barrel, $81 picul. Soda Ash (dense): 
UK, 90-kilo bag, $28 bag; Jap, 100-kilo 
bag, $27 bag. Sulphur Powder: USA, 
50-kilo bag, $47 picul. Industrial Tal- 
low: Australian, No. 1, 300-kilo drum, 
$75 picul. Tanning Extract: Mimosa, 
1-cwt double bags, 584 ¢ pound. 


COTTON YARN AND PIECE GOODS 


Hongkeng Yarns: 10’s, $835 to $920 
per bale; 20’s, $1,120 to $1,280 bale; 
32’s, $1,880 to $1,420 bale. Hongkong 
Grey Sheeting: 60 x 56, 36” x 40 yds, 
$34 piece. Japanese Grey Sheeting: 
No. 2023, 60 x 60, 36” x 40 yds, $35 
piece; No. 2003, 72 x 69, 38” x 404 


= 
er- 
nts 
of 
ng, 

rd. 

nd 

an 

ol- 

of, 
ift. 
ter | 
of 

he 

nd 

he 

es 

nd 

rs. 

dy | 
ut. 
et. 

er 

al, 
iC- 
m 

We 

ae, 

nd 
er, 

Ss, 

S. 
im 

ks 
en 
es. 
N-: 

ut 

an 
yn, 
rs 
00 

g- 

on 

on 
rs 
| 

ne 
he | 

K 

nt 

nt 
he 


5318 


yds, $29.70 piece. Chinese Grey Sheet- 
ing: 72 x 69, 36” x 40 yds, $29.40 piece. 


RICE, WHEAT FLOUR AND SUGAR 


White Rice: Thai, A-5% old crop, 
$69 picul; B-10% old crop, $63 picul; 
C-15% old crop, $60.80 picul. Govern- 
ment Rice: Thai, C grade, $49.70 picul. 
Broken Rice: Three quarter rice, Thai, 
1st class, $51.80 picul; 2nd class, $50.10; 
8rd class, $45.30 picul. Wheat Flour, 
50-lb bag: Australian, $11.60 to $12.50 
bag; American, $12.90 to $13 bag; 
Canadian, $14.60 to $17 bag; Japan- 
ese, $10.20 to $11.70 bag. Granulated 
Sugar: Taiwan, No. 18, brown, $34.40 
picul; Australian, No. 18 brown, $34.50; 


German, refined, $35.50; Jap, fine, 
$36.70; Taikoo, $389.50 picul. Malt 
Sugar: Thai, $40 picul. : 
CEMENT 
Green Island Cement: Emeralcrete, 


rapid hardening, 112-lb bag, $8.50 bag. 
Emerald, 112-lb bag, $7.50 bag; 100-lb 
bag, $6.50 bag. Japanese Cement: for- 
ward, ex-ship, Hongkong, $121.50 per 
ton; spot, 100-lb bag, $6 bag; spot, 
l-cwt bag, $6.40 bag. White Cement: 
Snowcrete, 375-lb drum, $63 drum; 1- 
ewt bag, $15.50 bag; Bate, Danish, 
1l-cwt bag, $15.50 bag. 


HONGKONG SHARE 
MARKET 


The customary post-dividend depres- 
sion drifted share prices lower during 
last week. By the end of the week 
business looked a little more sub- 
stantial and prices a little steadier. 
Many shares lost weight following the 
closing of the books of various com- 
panies prior to the paying of dividends 
and the issuing of bonus shares. On 
the week, Trams were down 30 cents 
to $21, Lights down 40 cents to $17, 
Electrics down 50 cents to $85 and 
Phones down from $314 to $303. There 
was quite a slump in the raw rubber 
price in Singapore and the shares on 
the Hongkong market followed in sym- 
pathy. Trading, however, was on a 
light scale 
was reported. 


LAST WEEK’S MARKET 
DEVELOPMENTS 


Monday: The market opened on a 
very quiet tone in the morning but 
was quite active during the afternoon. 
Interest centred chiefly in Hotel and 
Utility groups. Banks and Insurances 
were negiected. At the close, the mar- 
ket appeared to be quite steady. In 
the rubber section, the market follow- 
ed trend of raw material prices, and 
buyers prevailed. The day’s turnover 
amounted to approximately $885,000. 
Tuesday: The market was quite active 
with interest centred chiefly in 
Wheelock and Yaumati groups. Banks 
and Insurances were enquired for and 
a fair business was reported. At the 
close, the market was quiet and slight- 
ly easier. In the rubber section, the 


quite active 


and only meagre business » 


market was neglected. The turnover 
amounted to approximately $1,005,000. 
Wednesday: The market was inactive 
during the half day’s trading. Little 
interest was shown and most_ shares 


were neglected. Unions were inquired © 


for and changed hands at $955 and 
$950. At the close, the market ap- 
peared to be easier. In the _ rubber 
section, the market was neglected. The 
turnover amounted to approximately 
$358,000. Thursday: The market was 
with interest centred 
chiefly in Land, Yaumati and _ other 
utility groups. Banks were’ enquired 
for at $1,610 and Unions at $955. At 


- the close, the market appeared to be 


quite steady. In the rubber section, 
the market was steady with a_ large 
turnover in Amalgamated. The turnover 
amounted to approximately $1,250,000. 
Friday: At the end of the week’s trad- 
ing, the market was quiet. Unions 
were enquired for and changed hands 
at $960. <A feature of the day’s trad- 
ing was the depreciation in the price 
of Yaumatis despite the announcement 
of a final dividend of $5 plus a bonus 
issue of one share for every two held. 
In the rubber section, the market was 
slightly easier. The day’s turnover 


amounted to approximately $845,000. 


LAST WEEK’S CLOSING RATES 


H.K. Govt. Loans 


314% Loan (1934 & 1940), 97% nom. 
314% Loan (1948), 92 nom. 


Banks 


H.K. & S. Bank, Ex. All, 1630 nom. 
H.K. & S. Bank (Lon. Reg.) X.D., 
£116 nom. 
Chartered Bank, 50/- nom. 
Bank of East Asia, 206 b. 


C.R., 


Insurances 


Union Ins., 955 b; 960 sa. 
Lombard Ins., 50 b; 50/50% sa. 
China Underwriters, 10.30 s. 


Shipping 
Douglases, 210 nom. 
Indo Chinas (Pref), 16 nom. 
Indo Chinas (Def.), 39 nom. 
U. Waterboats, 20% nom. 
Asia Nav., 72c b. 
Wheelocks, 7.15 b; 734 8s; 7.15/.20/.15 sa. 


Docks, Wharves, Godowns, Etc. 


H.K. & K. Wharves, 69% b; 70 sa. 
Sh. Hongkew Wharves, 1% nom. 
H.K. Docks, 25.80 b; 26 sa. 
China: Providents, 15.40 b; 15.70 s. 
S’hai Dockyards, 1.40 nom. 


| Mining 
Raub Mines, 344 nom. 
H.K. Mines, 4c nom. 


Lands, Hotels & Bldgs. 


H. & S. Hoteis, Ex. Div., 15% b; 15.60 8; 
1514%4/.60 sa. 

H.K. Lands, 65 b; 66% s. 

S’hai Lands, 82c b. 

Humphreys, Ex. Div., 22.20 s. 

H. K. Realties, 2 s. 

Chinese Estates, 260 nom. 


Public Utilities 
H.K. Tramways, 20.70 b; 21 s. 
Peak Trams (F. Paid), 65 nom. 
Peak Trams (P. Paid), 32 nom. 
Star Ferries, Ex. Div., 144 s. 
Yaumati Ferries, 178 b; 183 s; 184/180 sa. 


China Lights (Fully Paid), 17 b; 17.10 s; 
17/17.10 sa. 

China Lights (P. Paid), 13.60 b; 18.90 s; 
13.90 sa. 
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Economic Review 


H. K. Electrics, Ex. Div., 3414 b; 385 s. 
Macao Electrics, 12% s. 
Sandakan Lights, 9.40 nom. 
Telephones, 30 b; 30% s; 30% sa. 
Shanghai Gas, 1 nom. 


Industrials 


Cements, Ex. All, 25.30 b; 25.80 s; 25% sa. 


H.K. Ropes, 17.70 nom. 
Metal Industries, 134 nom. 
Amoy Canning, 30% s. 


Stores &c. 


Dairy Farms (Old), 21.90 b; 22.30 s; 22.10 sa. 
Dairy Farms (New), 20.60 nom. 
Watsons, Ex. Div., 13.40 b. 
L. Crawfords, 2§44 nom. 
Cald. Macg. (Ord.), 334% nom. 
Sinceres, 1.80 nom. 
China Emporium, 9% nom. 
Sun Co., Ltd., 1.60 nom. 
Kwong Sang Hong, 150 nom. 
Wing On (HK), 54 nom. 


Miscellaneous 


China Entertainments, 17% b. 

International Films, 20c nom. 

H. K. Constructions (F. Paid), 4.55 nom. 

H.K. Constructions (Partly Pd.), 3 nom. 

Vibro Pilings, Ex. Div., 15%, nom. 

Marsman Investments, 6/- nom. 

Marsman (HK), 65 ¢c nom. 

Yangtsze Finance, 5.90 b. \ 

_ Allied Investors, 4.20 b; 4.225 s; 4.20/.225/.20 
Sa. 


Cottons 


Ewos, 1 nom. | 
Textile Corp., 6.05 b; 6%4 s. 
Nanyang Mill, 8.90 b; 9.10 s; 8.60/.90 sa. 


Rubber, etc. Companies 


Amalgamated Rubber, 1.55 b; 1.60 s; 1.60/.575 
sa. 

Ayer Tawah, 4 nom. 
Java-Consolidaitted Estates, 
Langkat, 1 b. 

Rubber Trust, 2.425 s; 2.425, sa. 
Shanghai Kelantan, 90c nom. 
Shanghai Sumatra, 3.10 nom. 
Sungala, 4.60 nom. 


1.025 nom. 


DIVIDENDS 


The Chartered Bank of India, Aus- 
tralia and China declared a final divi- 
dend for the year ended December 31, 
of 73 per cent, making the year’s total 
15 per cent, less tax, compared with 
14 per cent for 1953. The bank’s net 
profit for the year was £723,147, com- 
pared with £693,798 in 1953. 


_ The Mercantile Bank of India, Ltd. 
In Hongkong received telegraphic 
advice from its Head Office that the 
Board of Directors had recommended 
payment of a final dividend of seven 
per cent less Income Tax making 14 
per cent in all for the year 1954. 


The Directors of the Hongkong & 
Whampoa Dock Company, Limited, 
will, subject to audit, recommend to 
the shareholders at the forthcoming or- 
dinary yearly meeting the payment of 
a dividend of $2 per share, free of tax, 


in respect of the financial year ended 
December 31, 1954. | 


The Board of Directors of the Hong- 
kong and Yaumati Ferry Co., Ltd., will 
recommend at the forthcoming ordinary 
annual meeting of shareholders, the 
payment of a final dividend of $5.50 per 
share for Preferential Shares and $5 
per share for Ordinary Shares, tax 
free, in respect of the year ended 
December 31, 1954. At an extra- 
ordinary general meeting to be held 
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immediately following the ordinary 
annual meeting the Directors will fur- 
ther recommend that $1,680,000 from 
the General Reserve Fund be capi- 
talised and that fully-paid bonus shares 
be issued to shareholders in the pro- 
portion of one new ordinary share for 
every two shares held by them. Such 
new shares will rank for "dividend from 
January 1, 1955. 


The Board of Directors of the Hong- 
kong & Kowloon Wharf & Godown 
Company, Limited, announced that the 
Profit and Loss Account for the year 
ended December 31, 1954, shows a 
debit balance of $132,000 which when 
deducted from the unappropriated pro- 
fits brought forward from 1953 leaves 
a balance of $240,000. At the forth- 
coming ordinary yearly meeting of the 
members of the Company the Directors 
will recommend that no~ dividend be 
paid in respect of the year 1954 and 
that the balance of $240,000 be carried 
forward to next account. 


HONGKONG EXCHANGE 
MARKETS 


Report for the week of February 28 
to March 5:— 


US$ 

Date High Low High Low 
28/2 $591 590 58734 586% 
1/3 591 —-690 588 586% 
2/3 59114 590% 588 586% 
3/3 590% 58934 58734 58638 
4/3 590 58934 58714 58614 
5/3 59014 58914 58814 58744 
D.D. rates: High 589%, Low 588 


Highest and lowest rates for the 
month of February: T.T. $600-5883, 
and Notes 5968-5853. Trading totals: 
T.T. US$1,480,000, Notes for cash 
US$303,000 and for forward US$2,250,- 
000, and D.D. US$240,000. The mar- 
ket was quiet and slightly on the easy 
side with rates at the lower level. 
The steadier cross rate in New York 
continued to discourage buyers. In the 
T.T. sector, usual offers were available 
from Korea, Japan and Taiwan. Gold 
and general import merchants bought 
to meet their needs. In the Notes 
market, speculators held onto their 
oversold positions even at _ heavier 
change over interest. Demand from 
shippers for cash notes was strong and 
as the local stock was small, difference 
between T.T. rates narrowed to only 
two points. Interest favoured buyers 
at HK$4.10 per US$1,000, and positions 
taken figured at US$34 million. In the 
D.D. sector, the market was quiet. 


AND PIASTRE 


Cash quotations were HK$1,405- 
1,375 per Yen 100,000 and 945,905 per 
Piastre 10,000. Tradings were rather 
small. Both were not traded in the 
fictitious forward markets, while change 
over interests were HK$3.15 per Yen 
100,000 and 1.60 per Piastre- 10, 000, 
both favoured sellers. 


and Y6.59 per £1-0-0. 


and 2543. 


Cross rates worked. 


FAR EASTERN EXCHANGE 


Highest and lowest rates per foreign 
currency unit in HK$: Philippines 
1.975-1.94, Japan 0.013975-0.0137. 
Highest and lowest rates per HK$ in 
foreign currency: Malaya 0.532, Indo- 
china 10.40, Thailand 3.53-3.45:; Sales: 
Pesos 230,000, Yen 80 million, Malayan 
$220,000, Piastre 9 million, Baht 3 mil- 
lion. The market was quiet without 
any speculative activity. 


CHINESE EXCHANGE 


Old notes were HK$100—56 per mil- 
lion. New official exchange rates were 
Y0.427 per HK$1, Y2.23 per US$1, 
New notes re- 
gistered HK$1.30 per unit. It should 
be Y1.66 according to the official rate. 


Official Taiwan Bank note rates re- 
mained at 15.65-15.55 per US$1 and 
2.74-2.72 per HK$1. Authorities in 
Taipei announced that beginning March 
Ist, 1955 free market will be allowed 
for trading in exchange certificates. 


Cash notes were HK$166-147 per thou- | 


sand and remittances, 180-165. 


BANK NOTES 


_ Highest and lowest rates per foreign 
currency unit in HK$: England 15.62- 
15.60, Australia 12.15, New Zealand 
13.70-13. 64, Egypt 14. 20, South Africa 
15.47-15.46, India 1.1975-1.18, Pakistan 
1.01-1.00, Ceylon 1.00, Burma 90.75, 
Malaya 1.836-1.835, Canada 5.91-5.895, 
Philippines 1.83-1.81, Macao 1.015-1.01, 
Switzerland 1.35, France  0.01555- 
0.0155, Indonesia 0.18, Thailand 0.28- 
0.279. 


GOLD MARKET 


Date High .945 Low .945 Macao .99 
28/2 $255% 255% Low 264% 
1/3 256 25514 
2/3 25614 255% 266 High 
3/3 25514 254% 
4/3 25514 254% 
5/3 255% 254% 


The opening and closing prices were 
$2558 and 255, and the highest and 
lowest were $2564 and 2543. Highest 
and lowest for February were $2633 
During. the week, the mar- 
ket was 
fluctuation in prices. Interest favoured 
sellers and reached 20 HK cents per 
10 taels of .945 fine. Trading totalled 
58,200 taels or averaged 9,700 taels 
per day, while positions taken figured 
at a daily average of 45,500 taels. 
Cash sales amounted to 15,090 taels, 
of which 3,590 taels were listed offi- 
cially and 11,500 taels arranged pri- 
vately. Imports were mainly from 
Macao and totalled 13,500 taels. A 
shipment of 48,000 fine ounces reached 
Macao and another shipment was ex- 
pected. Exports totalled 10,500 taels: 


6,500 taels to Singapore, 2,500 taels to — 


Rangoon, and 1,500 taels to India. Dif- 
ferences paid for local and Macao .99 
fine were HK$13.50-13.30 and 12.20- 
11.90 respectively per tael of .945 fine. 
in the Exchange 
were US$38.00-37.75 per fine ounce. 
Contracted imports were 37.78-37.73 
C.I.F. Macao and 27,200 ounces 
were concluded. 


rather quiet with narrow 


NOTICE 


HONGKONG & WHAMPOA 
DOCK COMPANY, LIMITED 


Notice to Shareholders 


NOTICE IS HEREBY GIVEN 
that the ORDINARY YEARLY 
MEETING OF SHAREHOLDERS 
will be held in the Board Room of 
the Company, Room No. 308, 
Queen’s Building, Hong Kong, on 
Saturday, the 2nd April 1955, at 
Noon, for the following  pur- 
poses :— 

1. To receive and consider the 

Statement of Accounts and 
Balance Sheet and the Re- 
port of the Directors and 
Auditors thereon. 

2. To declare a dividend. 

3. To elect Directors. 

4. To appoint Auditors and 

fix their remuneration. 

NOTICE IS ALSO HEREBY 
GIVEN that the TRANSFER | 


BOOKS of the COMPANY will 
be closed from the 19th March 
1955 to 2nd April 1955, both days 


inclusive. 
By Order of the Board of 
Directors. 
W. T. GRIMSDALE, 
Secretary. 


Hong Kong, 3rd March 1955. 


NOTICE 


HONGKONG TRAMWAYS 
LIMITED 


| NOTICE IS HEREBY GIVEN 
that the ORDINARY YEARLY 
MEETING of the Company will 
be held at the Offices of Messrs. 
JARDINE, MATHESON AND 
COMPANY, LIMITED, HONG- 
KONG, on Tuesday, the 29th day. 
of March, 1955, at Noon, for the 
purpose of receiving and consider- 
ing the Statement of Accounts 
and Balance Sheet for the year 
ended 3lst December, 1954, and 
the Directors’ and Auditors’ Re- 
ports thereon, and for the election 


of Auditors. 


The Register of Members of the 
Company will be closed from 
Tuesday, 15th March, to Tuesday, 
29th March, 1955, both days in- 
clusive. 


By Order of the Board, 
W. H. PATERSON, 
Secretary. 


ta 17th February, 1955. 
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SILVER MARKET 


The market was steadier with prices 
improved slightly on the strength of 
enquiries from export merchants and 
better prices in London and in New 
York. Trading totals: Bar 3,000 taels; 
$ coin 4,000 coins; 20c coin 5,000 coins. 
Quotations were: Bar, HK$5. 60-5.55 
per tael; $ coin, 3.60- 3.57 per coin; 
20c coin, 2.78- 2.76 per 5 coins. 


SINGAPORE SHARE 
MARKET 


Commendable stability was evidenced - 


in the Singapore share market and a 
fair volume of business maintained in 
a week when rubber suffered violent 
daily fluctuations culminating in a fall 
on Friday to its lowest this year. 


NOTIC & 


A. S. WATSON & CO., LIMITED 


NOTICE is hereby given that 
the Sixty-sixth Ordinary Yearly 
Meeting of the Company (since 
registration) will be held in the 
Board Room of the Company, 
Third Floor, Gloucester Building, 
Hong Kong, on Thursday, 10th 
March, 1955, at 11.380 am., for 
the purpose of receiving the Re- 
port of the Directors, together 
with the Statement of Accounts 
for the period ended- 31st Octo- 
ber, 1954, and to elect Directors | 
and appoint Auditors. 


The Transfer Books of the 
Company will be closed from 
Thursday, 17th February, 1955, to 
Thursday, 10th March, 1955, both 
days inclusive. 


By Order of the Board, 
D. A. F. MATHERS, 
Secretary. 


Kong, 
7th February, 1955. 


Industrials, although a little uncer- 
tain, always had substantial buyers for 
cheap offerings and the 15 active stocks 
had 7 falls, 3 rises, albeit small ones, 
and 5 stocks quotably unchanged. It 
is apparent that the high yields shown 
by a number of the leading Malayan 
Industrials render them proof against 
serious pressure from the threat of 
higher interest rates. The firm metal 
market prevented erosion spreading into 
the Tin section where, however, busi- 
ness was difficult to connect. Rubbers 
although easier had few transactions, 


and little business was written in Local 
Loans. 


Among Industrials, Fraser & Neave 
had buyers throughout at $1.95, Gam- 
mon after a ten cent fall attracted some 
buyers. Hongkong Bank London Re- 
gister drifted down with that market 
while the Colonial issue showed some 
resistance. In neither issue up to Fri- 


day had dealing taken place on an ex 


rights basis. Straits Trading were a 
firm market throughout; Union  In- 
surance, a strong market in Hongkong, 
made $532 locally. Disappointment 
with the Wilkinson Process dividend 


was expressed in offerings down to 
$1.40 c.d. 


In Tins, Petaling continued buyers 
being taken from London at $3.65 cd. 
at the end. Batu Selangor were 72% 
cents bid on the announcement of 20% 
account the year which ended. on 
30.9.54. In this financial term the 


_ dredge worked up to September 18th 


and stopped having exhausted available 
dredging ground. Austral Amalga- 
mated had buyers at 16/- but did not 
come on offer anywhere near. Larut 
went to 14/44 cum a 2/- dividend which 
will make a total of 3/- per share 
against 2/- last year. Lower Perak 
offered from London at 13/73 but with 
local buyers ideas fixed at 13/6, the 
stalemate was unbroken up to Friday. 
Rawang Tin Fields improved to 11/6. 
Kent Tin—among Home sterling coun- 
ters—came into request and had busi- 
ness at 3/- after being long without a 
local marking. 


Where transactions were reported in 


Rubbers the prices showed no decline 


commensurate with that suffered by the 
commodity. This was to be expected 
since the Rubber share market did not 


BAR EASTERN 


ECONOMIC REVIEW 


unduly apprecints last month when 
Rubber had its sharp jump. Enquiries 
are highly selective while buyers bide 
their time and holders compare even 
this week's lowest at 884 cents with 


the average price for 1954 of 66 cents 
per lb. 


Kuala Lumpur Radio reported a full 
subscription to the Federation 4% issue 
but no official intimation has _ been 
given as to the extent of applications. 
In the local loan market on Friday there 
were no repercussions to Thursday’s 
increase in the London Bank Rate from 
34% to 44%. The consequent fall in 
British War 33s. to 80, however, led to 


several local deals being. done at this 
rate. 


| NOTICE 


THE HONGKONG 
INVESTMENT & AGENCY 
COMPANY, LIMITED 


NOTICE IS HEREBY GIVEN 
that the SIXTY-THIRD ANNUAL 
GENERAL MEETING OF 
SHAREHOLDERS in this Com- 
pany will be held at the Offices 


of Messrs. Jardine, Matheson & 
Co., Ltd, Pedder Street, on 
MONDAY, the 28th day of 
March, 1955, at Noon, for the 


purpose of receiving the Report 
of the Directors together with the 
Statement of Accounts for the 
year ended 31st December, 1954, 

to elect Directors and to appoint 
Auditors. 


The REGISTER OF MEMBERS 
of the Company will be closed 
MONDAY, the 14th day of March, 
1955 to MONDAY, the 28th day 
of March, 1955, both days inclu- 
sive, during which period no 
transfer of shares can be regis- 
tered. 


By Order of the Board of 
Directors. 


B. C. FIELD, 
Manager & Secretary. 


Hong Kong, 3rd March, 1955. 
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Save time flying 
to spend time Seeing 


AUSTRALIA FAIR 


Enjoy so much sooner all Australia offers . . . fly TWO COLOURFUL 


QANTAS fast direct route in less than 2 days to + 
Sydney. Regular weekly services by modern WEEKS IN JAP AN. 
4-engined airliners. First-class cabin service. 35 
years flying experience. Consult your Travel Agent. : B aS | 


But You Will Even 
More Enjoy The Beauty 
and Charm of the 
Spring in Japan 


—Land of variety 


When You Visit The Tokyo Fair 
260,000 square feet 


of ideal exhibition space 


INFORMATION: 
Tokyo International Trade Fair Commission: 
3-chome, Marunouchi, Chiyoda-ku, Tokyo, Japan 
Cable Address: “TOFAIR™ TOKYO 
Mail Address: C.P.0. Box 1201, Tokye 
SPONSORED BY: 
Tokyo Metropolitan Government 
Tokyo Chamber of Commerce & Industry 
Japan External Trade Recovery Organization 


i 
| 


Hin | 


| 
Qantas Empire Airways Ltd. in assoc. with B.O.A.C. and TEAL / 
and leading Travel Agents | 


IA DA N 
May 5 ~ 416, 1955 
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Fly Fast, 


£ 
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More Than 50 YEARS 
EXPERIENCE AT YOUR SERVICE 


Teo 
SOUTH AFRICA AND 
SOUTH AMERICA Y.V. 


Two regular sailings per month, served a.o. by our wellknown vessels | 


BOISSEVAIN, RUYS, TEGELBERG, TJITJALENGKA, 
STRAAT BALI, etc. 


Accepting Transhipment Cargo on Through Bills of Lading 
To 
West African Destinations 
To 
BRITISH EAST AFRICA, MAHE 
(SEYCHELLES) AND BEIRA V.V. @ Only 6% hours non-stop from Hong Kong to 
— ee Tokyo — by speedy Super-6 Clippers. 
oa @ Giant, dependable Super-6 Clippers are the : 
| newest and the fastest airliners in Pan 
Age DELI American’s world-wide fleet. 
@ Pressurized, air-conditioned, sound-prooted 
| - | for your extra comfort. Big lounge-chair seats. 
SINGAPORE AND INDONESIA (JAVA @ Superb meals, cocktails and wine. Service that 
anticipates your every comfort. 3 
NORTHCOAST PORTS AND 
MACASSAR) © The priceless knowledge that you are flying 
Regular Fast Service by Our Modern Comfortable Vessels on the World’s Most Experienced Airline. 
“TJIWANGI"/“TJILUWAH” every 2nd and 16th of each month. © Five flights weekly. 
To 
JAPAN AND INDON ESIA (INCL. BALI) For reservations, call your Travel Agent or 
Special Holiday Fares. ; Alexandra House, Phone 37031, Hong Kong 
tanks Peninsula Hotel, Phone 57694, Kowloon 
and strongroom compartments available 
Agents for: | 
HOLLAND EAST ASIA LINE 
| Fast Regular Monthly Service To Continental Ports _ 
BOOKING AGENTS FOR ALL AIR LINES WORLD'S MOST 
Offices in Hongkong, Japan, Philippines, Indonesia, , “AN AMERICAN EXPERIENCED AIRLINE 
Sydney, Durban, Buenos Aires, Amsterdam. 
Particulars gladly supplied by 
King’s Bdlg. ground floor, Tels. 28015/19. Hong Kong - 
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| || HONGKONG & SHANGHAI BANK 
BUILDING 


HONG KONG 
P.O. Box No. 36 Telephone No. 28021 


Importers, Exporters, Shipping and 
Insurance Agents, Machinery and 
Contracting Engineers, Refrigeration 

| Engineers, Office Equipment Experts, 

| Wines and Spirits Stockists, Suppliers 
of Ships’ Paints, Provisions and 


Pharmaceuticals. 


HEAD OFFICE: 
| 24,5T. MARY AXE, LONDON, E.C.3 


BRANCHES: 
HONG KONG ~~ MANILA 
TOKYO YORK 
YOKOHAMA VANCOUVER 
NAGOYA COLOMBO 
KOBE CANTON’ 
OSAKA FOOCHOW’ 


* Business temporarily suspended. 


SUBSIDIARIES :— 
Dodsal Limited, Bombay. 
 Dodwell & Co., (Aus.) Pty. Ltd., Australia. 


Dodwell & Co. (East Africa) Ltd., Nairobi, 
Kenya. 


Gardner Diesel Engines, Ltd., Vancouver. 


JARDINE, MATHESON 


& CO., LTD. 


Established 1832 


FAR EAST MERCHANTS 
HEAD OFFICE: 14/18 PEDDER STREET, 
| HONG KONG 


Importers and Exporters, 
Tea and General Merchants, 
Insurance, Shipping’ and 

Air Transport | 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line 


The Hong Kong Fire Insurance Co., Ltd. 


GENERAL AGENTS: 


Lombard Insurance Co., Limited 
British Overseas Airways Corporation 


AGENTS: 


Glen Line Limited 

Royal Mail Lines Limited 

Prince Line Limited 

Western Canada Steamships Co., Ltd. 
Pacific Transport Lines, Inc. 

Furness, Withy & Co., Ltd. 

The Union-Castle Mail Steamship Co., Ltd. 
Alliance Assurance Co., Ltd. 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Bankers and Traders Insurance Co., Ltd. 
Triton Insurance Co., Ltd. 

Thistle Insurance Co., Ltd. 

The Legal Insurance Co., Ltd. 

Economic Insurance Co., Ltd." 

The Employers’ Liability Assurance Corp., Ltd. 
The Merchants’ Marine Insurance Co., Lid. 
Eastern Federal Union Insurance Co., Ltd. 


HONGKONG AIRWAYS LIMITED 


THE JARDINE ENGINEERING 


CORPORATION LIMITED 


| 
| 
a 
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Managed by 
4.P. MOLLER, COPENHAGEN 


General Agents U.S.A. 


MOLLER STEAMSHIP COMPANY INC., 
NEW YORK 


Fast Fortnightly Sailings To: 
NEW YORK, BOSTON, BALTIMORE & 


PHILADELPHIA 
| via 
JAPAN, SAN FRANCISCO, LOS ANGELES & 
PANAMA 
*M.S. “CHASTINE MAERSK” .... .... Mar. 17 
*M.S. “JOHANNES MAERSK” .... .... a 
M.S. “BOWCANADA MAERSK” .. Apr. 17 


* Calling Vancouver 


Accepting Transhipment Cargo on Through 
Bills of Lading for Central and South 
America, Caribbean and Gulf Ports. 
Special Strongroom Compartments & 

Refrigerated Cargo Space. 


Arrivals from U.S.A. 
MS. “NICOLINE MAERSK” ..... .... Mar. 12 
a5. Mar. 23 


Sailings to India. Pakistan & P. Gulf 


M.S. “VIBEKE MAERSK” .... .... .... Apr. 7 
Arrivals from Persian Gulf & India 
MS. “MATHILDE MAERSK” ......... Mar. 25 
M.S... “AGNETE ... Ame 24 


Sailings to Djakarta, Semarang, 
Sourabaya, Macassar & Balik 
| Papan via Manila 
MS. “HERTA MAERSK” | 
MS. “KIRSTEN .... Mar. 23 


For Freight & Further Particulars 
Please apply to: 3 


JEBSEN & CO. 


Pedder Building. Tel: 37041 


Chinese Freight Booking Office 
27, Connaught Rd., C. Tel: 20461 
Dates and rotation subject to change without notice. 
At liberty to proceed via other ports to 
load/discharge cargo 


HONG KONG EASTERN SHIPPING 
COMPANY, LIMITED 


Shipowners, Shipping Agents © Brokers 


“Caxton House’’, 2nd floor, 1 Duddell Street, Hongkong 


Telephone: 27751 — All Departments 


Cable Address: 


“R YMAC” HONG KONG 


CODE USED 
NEW BOE 


Branches: 


JAPAN: 
AUSTRALIA: Sydney 


Representatives 


HOLME RINGER & COMPANY LTD. JAPAN: 


MOJI, NAGASAKI, KURE, TOKYUYAMA, 
YAWATA, TSUKUMI, SASEBO 


Cable Address: Holringer-Japan 


HOLME RINGER & COMPANY LTD. KOREA: 


PUSAN, INCHON, AND SEOUL. 
Cable Address: Ringer-Pusan 


COVE & BEECHAM, LTD. — LONDON 
Cable Address: Emgesco London. 


Shipping Agents: 
Eastern Mining & Metals Co., Ltd. 
Osaka Shosen Kaisha, Japan 
Kansai Kisen Kaisha, Japan 


The Scindia Steam Nav. Co., Ltd., Bombay 


Tokyo, Kobe, Osaka and Yokohama 


The Eastern Shipping Corporation Ltd., Bombay 


States Marine Corporation, New York 


Registered Office: 
HOLME RINGER & CO., LTD. 


SOUTHERN MARINE & MERCANTILE 


COMPANY, LIMITED 
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